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WORLD NEWS 

Ethnic Albanians 
demand withdrawal 
9 of Yugoslav troops 
before talks open 

PoJSttaaJ leaders of Kosovo’s ethnic 
Albanian majority rejected Yugo- 
slav president Slobodan Milos- 
evic's offer of talks and demanded 
that he first withdraw his troops 
from the Serbian province. Page 2 

US aid fate sharper 
US aid payments to developing 
countries felt to barely a tenth of 
the level recommended by the 
United Nations. OECD figures sug- 
gest that US assistance fell by 
around $3 .2 bn last year to Just 
over $6bn. Page 6 

US and China near warheads deal 

China and the US are In the final 
stages of talks on an agreement 
not to aim nudear warheads 
at each other’s countries. 

Pages 

Setback for world court 
Hopes of setting up an Indepen- 
dent international criminal court 
suffered a setback when the US 
made dear that any court proceed- 
ings would have to be initiated by 
the United Nations. Page 6 

-■ Settlers demand troops stay 

: Israel's Jewish settlers are planning 

demonstrations to prevent prime 
■ - minister Benjamin Netanyahu from 

's puffing back troops from some of 
the West Bank. Page 4 

Weather hits Busman grain 
Recent hot weather may lead to 
drought to several parts of Russia 
and looks certain to cut the 1998 
r grain harvest to below last year's, 

’ meteorologists said. 

■: . Hutas reject ceasefire call 
r Burundi's Tutsi-led government 

- - called for a ceasefire, but Hutu 

rebels rejected the move at peace 
tafics in Tanzania, delegates said. 

: Cal for US troop withdrawals 

The Washington-based Economic 
Strategy Institute recommended 
that the US should consider with- 
~i drawing moat of its troops from 

J apan and Korea. Page 6 . 

Life for SpMberg Saflrar 

Jonathan Norman, 51. convicted of 
stalking film director Steven Spiel- 
berg with plans to rape him, was 
sentenced to 25 years to We by a 
court Jn Santa Monica, California. 

Up service' paid to human rights 

Amnesty International said in its 
annual report that governments 
^paW only Up service to human 
y “rights. Page 4 

Presidents to intervene 
Four African presidents will visit 
Ethiopia and Eritrea to try to 
resolve a border conflict that Ethio- 
pia says is worsening. Page 4 

Greece demands marbles Inquiry 
Greece stepped up demands for 
an Inquiry into damage caused to 
tha Elgin Marbles during cleaning 
at the British Museum more than 
60 years ago. The museum has 
held'ihe marbles since 1816. 

Greece is seeking their return. 

fodta floods MO 70 

At least 70 people have been killed 
by landslides and floods in 
north-east India this month. The 
} £ government blamed deforestation 
* for foe deaths. 

Canton backs Hollywood 
US president Bill Clinton plans to 
lobby China to allow Hollywood 
film studios greater access to its 
. market Page 8 

CRbm Kane takes top tide 

USrflbn industry luminaries named 
Otasn Kane as lop title among 
The 100 Greatest American FHms 
of AD Time. Page 6 


BUSINESS NEWS 


Thom sells US ami 
to Renters Choice 
for$893m and says 
investors will gain 

Thom, the troubled group that 
owns Radio Rentals in the UK, 
sold its US operations to Nasdaq- 
quoted Renters Choice for E545m 
(5893m) and promised to return a 
substantial part of the proceeds to 
shareholders. Page 17; Comment, 
Page 23 

BflHton, the mining and metals 
group, said it Intended to buy back 
up to 10 per cent of Its shares, at 
a cost of $500m at present prices. 
The shares moved up but 
remained well below their peak and 
the level last July when Billiton was 
spun off from Gencor of South 
Africa. Page 17; Lex, Page IB 

Agco of the US, one of the world’s 
big tour agricultural machinery 
makers, said it was Interested In 
buying privately owned Class of 
Germany, Europe’s top producer of 
combine harvesters. Page 22 

Bectrictdade de Portugal, the 
national power utility, said the retail 
tranche of its global offering of 18 
per cent of the company was more 
than 17 tones oversubscribed after 
two days of pre-registering orders. 
Page 18 

Five forestry groups, four of them 
Scandinavian, are competing to 
buHd a $960m pulp mill in Latvia in 
one of the biggest direct foreign 
investments in the Baltic region. 
About 42 per cent of Latvia is 
woodland. Page 17 

American Express is to pay about 
FFi850m (5l4Tm) for Havas Voy- 
ages, the Paris-based travel 
agency. In a move that will give it 
the laigest network In France. 

Page 18 

US farmers will lose $200m worth 
of exports of com to tha European 
Union this year because of resis- 
tance to genetically modified 
crops, Gus Schumacher, US 
undersecretary of agriculture, told 
the International Grains Council 
conference ln.|.ondon. Page 5 

The EuropeanCoffltnission 
postponed a decision on plans to 
increase subsidies to winemakers 
by at toast 30 per cent US officials 
said they would view the proposals 
“with concern’. Page 2 

UK power generators could face a 
monopolies commission investiga- 
tion if the government - in trying to 
preserve a market tor British coal - 
restricts competition wtth moves to 
stem development of gas-fired 
power Stations, the Industry regula- 
tor warned. Page 10 

The credit derivatives market, 
which allows banks to trade and 
Insure against the risk their bor- ' 
rowers will not repay them, more 
than tripled last year and Is set to 
double again in 1998, according to 
a survey by the British Bankers' 
Association. Page 17 

Telecom Italia chairman Gian Mario 
Rossignolo was reconfirmed In his 
post at the end of an 1 8-hour 
annual general meeting during 
which his management style came 
under repeated attack. Page 18 

Canada has signed a trade and 
Investment co-operation agreement 
with South America's Mercosur 
countries - Brazil, Argentina, Para- 
guay and Uruguay. Page 5 

Euro Prices 

AownpitfwisiwstatidicaiffBctoioSM 

raw euro currency zone, covering foreign 
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US joins forces with 
Japan to put brakes 
on the yen’s decline 

Policy reversal in attempt to prevent Asia crisis worsening 
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‘Buba has written the 
central banking textbook’ 
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By Stephen fidtar is Washington 

The US and Japan yesterday 
jointly stepped in to reverse the 
yen's rapid decline in an attempt 
to prevent Tokyo's economic 
troubles from worsening Asia's 
ffoiwinc ial crisis. 

It was the first currency mar- 
ket intervention by the US since 
1995 and followed an announce- 
ment from Ryutaro Hashimoto, 
Japan's prime minister, that the 
government would speed up a 
restructuring of its heavily 
indebted banking system and 
accelerate efforts to boost the 
domestic economy, which is now 
in recession. 

The yen, which on Monday 
dropped to an eight-year low 
against the dollar, responded to 
close in European trading at 
Y1382 against the dollar, com- 
pared with Y144L2 the day before. 
Dealers estimated that the Fed- 
eral Reserve spent more than 
$2bn supporting the yen. 

Robert Rubin. US Treasury sec- 
retary. said; The US monetary 
authorities operated in the 
pvchang p market this morning in 
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co-operation with the monetary 
authorities of Japan. We are pre- 
pared to continue to co-operate in 
exchange markets, as appropri- 
ate.*’ Until last week, US officials 
were insisting foreign exchange 
market intervention would be 
useless without more fundamen- 
tal action by Japan. 

President Bill Clinton 
described Japan's planned 
reforms as “aggressive" and 
“bold". “I wanted to send a clear 
signal to the markets that the US 
supports Japanese reform, and 
believes the Japanese people can 
pull out of this economic slump 
and restore growth and opportu- 
nity. It's very important to all of 
Asia," he said. 

Mr Hashimoto said Japan 
would "expeditiously restructure 


the financial system, including 
the prompt disposal of bad 
assets”. It would also accelerate 
implementation of a fiscal stimu- 
lus package and “reform both 
corporate and individual tax 
structures’’. 

Stock markets around the 
world rallied on the prospect of 
action. Jean Michel Severino. 
World Bank vice-president for 
Asia and Africa, was reported as 
saying in Australia that Japan 
was “on the threshold of a deep 
and long recession” that could 
generate a global slump. 

Washington also dispatched 
Lawrence Summers, Mr Rubin's 
deputy, to Japan to meet Japa- 
nese officials ahead of a weekend 
meeting in Tokyo of finance offi- 
cials from the Group of Seven 
industrialised countries, and offi- 
cials from some Asian countries. 
Mr Summers was due to leave 
yesterday, accompanied by 
William McDonough, president of 
the Federal Reserve Bank or New 
York. 

“It's a policy reversal, but I 
think a very healthy one,” said C. 
Fred Bergsten. director of the 
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A Hong Kong stock exchange trader resets to the stock ratty 


Reuters 


Washington -based Institute for 
International Economics. The 
yen's weakness was threatening 
the stability of currencies in 
Korea. Taiwan. China and else- 
where. "We were very close to 
the risk of an outbreak of com- 
petitive depredations he said. 

He said the US-Japan interven- 
tion should be continued and 
should be broadened to Include 


the other central banks or the G7. 
It had to be backed by policy 
action by the Japanese to stimu- 
late the economy through a fiscal 
reform, such as a temporary abo- 
lition of the 5 per cent consump- 
tion tax, and a fundamental 
restructuring of the banking sys- 
tem to deal with bankrupt banks 
and the overhang of bad debts. 


Markets rally on back of support operation 


By Ptiffip Coggan to London 

World equity markets rebounded 
sharply an the back of the yen 
support operation hut US Trea- 
sury bands slipped as the Bank of 
Japan sold part of its holdings to 
buy yen. 

The jump in the yen to near 
Y137 against the dollar - and the 
hope that it would be followed by 
Japanese action to reform its 
economy - reversed some of the 
gloom that had beset Asian mar- 
kets in recent weeks. 

Investors had begun to fear 
that Japan might be slipping into 
a deflationary spiral. They were 
also concerned that the decline in 
the yen might force other coun- 
tries, notably China and Hong 
Kong, into devaluation of their 

currencies. 

But an early rise In the yen. 
even before intervention, helped 
Asian markets to rally. Hong 


US csvaky comas to the rescue of fettering yen 

fen against Via dollar Mewferit 

(VperS Daw JoaoiMtoiW Ante 

12 s : sate 


Hong Kong 
Hang Sang Mm rooq 


London 

FTttlMUMn 





Kong gained 6.4 per cent and 
Korea K5 per cent. 

Analysts said some of 
the Asian markets had been over- 
sold in recent weeks and were 
due for a rebound. They added, 
however, that the region's eco- 


nomic problems were far from 
over. 

Europe followed the Asian 
gains, with both Frankfurt and 
Paris rising about 2 per cent and 
the FTSE 100 index in London 
gaining 103 to 5J82.7. 


While the Tokyo market closed 
slightly down, with the Nikkei 
225 average still below the 15,000 
level, thanks to a slide In T-nn g 
Term Credit Bank shares, Japa- 
nese stocks rebounded in London 
trading. 


The momentum was main- 
tained on Wall Street, with the 
Dow Jones Industrial Average 
quickly jumping 200 points, 
reversing Monday’s loss. At lpm 
New York time, the Dow was 
188.58 points higher at 8353.87. 
Fears that corporate profits 
would be squeezed by a collapse 
in Asian economies had weighed 
on US and European markets in 
recent weeks. 

Far the second time in a week, 
however, there was a sharp diver- 
gence between the performance 
of equities and bands. 

Last Thursday, the yield on the 
30-year US Treasury bond slipped 
to a historic low. This was on the 
back of a “flight to safety” from 
shares in the face of the Asian 
crisis. Yesterday, the 30-year 
bond slipped by a point in early 
trading on Ja panese sales, drag- 
ging European bond markets 
down with it. 


EU agrees deal on 
greenhouse gases 


By Michael Sraftti in Lnxwnbowrj 


EU embsfon cuts 


European Union environment 
ministers yesterday struck a 
legally binding deal on how to 
cut greenhouse gas emissions 
across the id-nation bloc by 8 per 
cent over the next 10-14 yearn. 

Of the 16, Germany, Denmark 
and Luxembourg will have to 
make the biggest reductions. 

At the end of two days of 
fraught negotiations, John Pres- 
cott, deputy prime minister of the 
UK, which holds the EU presi- 
dency, hailed a “historic agree- 
ment". He said it showed Europe 
was leading the way in turning 
the rhetoric of last year's Kyoto 
global wanning pact into action. 

Denmark warned it would be 

able to achieve its target of a zi 
per cent cut only If the EU took 
more action collectively, such as 
Introducing carbon taxes. 

Ritt BJerregaard, EU environ- 
ment commissioner, warned that 
without changes in transport and 
energy policies, ft would be “very 
difficult" to reach the 8 per cent 
target. The European Commis- 
sion has proposed a series of pol- 
lution-cutting policies, such as 
carbon taxes, which EU nations 
have failed to endorse. 

The EU had to set targets fol- 
lowing agreement at Kyoto, 
Japan, last year to cut, by the 
end of the next decade, emissions 
of six greenhouse gases - carbon 
dioxide, methane, oxides of nitro- 
gen and three industrial gases - 
fry-8 per cent compand with 1990 
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emissions. Growth in emissions 
of the gases has been blamed for 
global wanning. Industry has 
warned that cutting emissions 
will cost it billions of dollars. 

Under the deal Luxembourg 
will have to cut emissions by 28 
per cent and Germany and Den- 
mark by 21 per cent each. 

The UK has agreed to cuts of 
1K5 per cent, half a percentage 
point higher than ft offered in a 
compromise it tabled as president 
earlier in the week. 

The agreement allows four less- 
industrialised countries to 
increase emissions - Portugal by 
27 per cent, Greece by 25 per 
cent, Spain by 15 per cent and 
Ireland by 13 per cent - more 
onerous than targets agreed in an 
EU deal in March 1997. Targets 
have been relaxed for those coun- 
tries that must cut their emis- 
sions - France and Finland can 
keep emissions steady between 
1990 and 2000. 
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Kosovo ethnic crisis enters uneasy lull 


ty David Buchan in Loodoa and ' 
Ralph Afldns n Bonn 

The Kosovo aids entered an 
uneasy diplomatic lull ires* 
today, with distrustful west' 
em powers waiting for Presi- 
dent Slobodan Milosevic to 
clarify and fulfil his prom- 
ises In Moscow to ease 
repression and restart auton- 
omy talks . 

Nato said that the Yugo- 
slav leader was ■'beginning 
to bend" to international 
pressure, bat not enough to 
justify the alliance slowing 
its planning for possible 
armed Intervention. 

After meeting President 
Boris Yeltsin in Moscow on 
Tuesday, Mr Milosevic said 
he was ready to restart talks 
with the ethnic Albanians 
“on forms of autonomy" for 
Kosovo, bat would only pull 
back his security forces “as 
terrorism subsides”. 


Of the demands set out by 
the six-nation Contact Group 
of the US, Russia and Euro- 
pean powers, the key one is 
an end to security force 
action against civilians and 
“withdrawal of security 
units used for civilian 
repression". 

This refers to special 
police wttb. such weapons as 
rocket-propelled grenades 
and artillery that, as one UK 
diplomat put it yesterday, 
“are not normal police equip- 
ment”. Their withdrawal 
could pave the way for the 
other Contact Group 
demands of refugee return, 
international monitoring 
and political dialogue to be 
met. 

The general western reac- 
tion yesterday was that Mr 
Milosevic's response was 
inadequate. The Yugoslav 
president's offers fefl “sub- 
stantially short” of Contact 


Ethnic Albanians demand Yugoslav troop withdrawal before talks 


PoRticat leaders of Kosovo’s 
ethnic Albanian majority 
yesterday reacted an offer of 
renewed negotiations made by 
Slobodan Mlosevic and 
demanded that the Yugoslav 
president first withdraw his 
troops from the Serbian 
province and end his “ethnic 
cleansing' of civilians, writes 
Guy Dlnmane In Belgrade. A 
spokesman tor Ibrahim Rogova, 


"president" of the salt-declared 
Republic of Kosovo, said only 
Nato intervention could create 
the pre-corxftions for 
meaningful talks. 

Mr Rug ova’s party brake off 
talks with Mr Milosevic this 
month after government forces 
launched an offanswB against 

vfflage strongholds of the rebel 
Kosovo Liberation Army, forcing 
over 60,000 ethnic Albanians to 


flee thair tomes. 

Mr Mtioeavte msde-Ws ofier 
on Tuesday after meeting Boris 
Yeltsin, the Russian president. 

In Moscow. The Yugoslav 
president also proposed that his 
forces would start withdrawing 
to their bases on the condffion 
that the KLA ceased its attacks. 
West am leaders, who have 
warned of possible Nato 
Intervention, said Mr Mtosevte 


had not gone far enough. 

A large armoured convoy of 
Ybgosfov hoops warn seen 
yesterday taking up positions 
south of the provincial capita! 
Pristina to securathe main 

north-south nwt The area is 
dose to Maleeva end 
KBTouncfing vRages under KLA 
control where thousands of 
tfspteced Atoariais have taken 
refuge. 


Group demands, said a 
spokesman for Tony Blair. 
Britain's prime minister, 
adding that Nato should con- 
tinue Its military prepara- 
tioos. 

Hie German and Italian 
foreign ministers warned Mr 
Milosevic to match his words 
with deeds. 

Despite the statement by 


Madeleine Albright, US sec- 
retary of state, that all Nato 
options remain on the table, 
it was clear yesterday that 
air strikes inside Kosovo 
were not an immediate pos- 
sibility. This was because 
Russia would use its veto to 
block any United Nations 
Security Council resolution 
approving them. 


Yevgeni Primakov, Rus- 
sia's foreign minister, 
described as the "maximum 
possible" the concessions Mr 
Milosevic made in Moscow. 
The Russian Duma (parlia- 
ment! passed by 334-3 a reso- 
lution praising President 
Yeltsin's mediation and con- 
demning Nato threats of 
force. 


The general European 
desire to give any Nato 
action UN cover was spelt 
out by the German cabinet, 
which yesterday declared 
any military Intervention 
must have the "secure legal 

basis of a UN mand a te". - 
The US may Seel the need 
for UN approval less acutely, 
but would not want to act 
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without the Europeans, said 
diplomats. The Contact 
Group has set no deadline 

for its latest demands, partly 
because of Mr Milosevic's 
habit of transforming dead- 
lines into delays, and partly 


out oT real uncertainty about 
what to do next 
Inaction by Mr Milosevic 
could cause a change of 
mood in Moscow if Russian 
leaders came to feel he had 
misled them. 
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Hanwha 
sells stake 
in Greek 
bank 

By Kerta Hope ta Athens 

The long-awaited 
consolidation of Greece's 
banking sector took a step 
forward yesterday with the 
sale by Korea's Hanwha 
group of a controlling stake 
in Bank of Athens to EPG 
Eurobank, part of the Latsis 
shipping and oil refining 
group. 

Officials at Bank of Athens 
said the deal, carried out 
through a share transfer on 
the Athens stock exchange, 
was valued at Dr20.5bn 
($34m). 

The Asian financial crisis 
has forced Hanwha, an 
Industrial conglomerate 
which produces explosives, 
to sell off overseas 
investments. 

Greece’s Socialist 
government is trying to 
hasten restr u cturing of the 
hanking sector ahead of the 
la unch of the euro next year. 

Two state banks have been 
partially privatised this year 
and three more disposals are 
due over the summer. 

Small private banks like 
Back of Athens have become 
takeover targets as the 
consolidation gathers pace. 

But the privatisation 
process is being slowed by 
opposition from Greece's 
influential public sector 
unions. 

A strike at Ionian Bank, 
the biggest bank on the 
privatisation list, is in its 
sixth week. The union is 
trying to ensure that all 
4,500 jobs are guaranteed 
after the sale. 

However, Bank of Athens, 
which is only marginally 
profitable, met no union 
opposition when it cut its 
workforce byjJS per. cent In 
January under a voluntary 
retirement plan. It was toe 
first Greek batik to introduce 
such a scheme. 

Hanwha started 
negotiations with EFG 
Eurobank early this year. 
But the sale was precipitated 
by a demand last month 
from Greece's central bank 
that Bank of Athens should 
carry out an immediate 
capital increase to bring its 
capital adequacy ratio in 
line with other Greek banks. 

The bank's balance sheet 
amounts to Drl20bn but its 
capital base is only Drlbn, 
about nine times less than 
the central bank 
requirement. 

EFG Eurobank is expected 
to inject at least DrlObn of 
fresh capital after the 
acquisition. 


Recall for Chubais in bid 
to encourage investors 


By John Thonthkl In Moscow 

President Boris Yeltsin 
yesterday entrusted Anatoly 
Chubais with special respon- 
sibility for co-ordinating 
Russia's relations with inter- 
national financial institu- 
tions ahead of critical talks 
with the International Mone- 
tary Fund next week. 

Mr Chubais's appoin tmen t 
marks a rapid return to 
favour for Russia's best- 
known and most controver- 
sial reformer after he was 
sacked as first deputy prime 
minister in March. 

The appointment of Mr 
Chubais is clearly designed 
to regain tho confidence of 
In ternational investors, who 
have been deserting Russia 
following the flnanriai tur- 
moil in Asia. 


The appointment came as 
international capital mar- 
kets were rife with rumours 
that Russia was gearing up 
for a large foreign borrowing 
programme this week. Mar- 
ket sources suggested Chase 
Manhattan JJ?. Morgan and 
Goldman Sachs had been 
softening up the market for 
a 30-year eurobond of up to 
$2bn. The Russian govern- 
ment has said it wffl raise 
extra funds abroad to 
restructure Its expensive 
domestic debt but has not 
yet awarded any mandates. 
The finance ministry yester- 
day cancelled two of three 
domestic debt auctions, say- 
ing it was not prepared to 
borrow at excessively high 
rates. 

One government official 
said Mr Chubais’s role would 


be to coordinate the finan- 
cial branches of government 
- which have appeared to be 
working at odds with each 
other at times during the lat- 
est crisis - and to communi- 
cate a dear message more 
effectively, “It is vary good 
for the reformers in the gov- 
ernment and far toe co un t ry 
as a whole,” he said. “But 
the fact that Chubais has 
had to return highlights the 
problem of the organisation 
of weak within the govern- 
ment" 

Mr Chubais will assume 
the lead role in negotiating 
with the IMF over additional 
financial support The IMF is 
already backing Russia with 
a SS-2bn support loam 

But several parliamentary 
leaders strongly criticised 
Mr Chubais’s appointment 


because of his past involve- 
ment in Russia’s controver- 
sial privatisation programme 
and his tough “sad ©-mone- 
tarist" policies while in 
charge of the economy. 

Pyotr Rodionov, deputy 

chair man of Garpmm the 
gas monopoly, also ques- 
tioned Mr Chubais’s new 
role. T think those people 
who consulted with the pres- 
ident before this decision 
were a little confused in 
their assessment of toe busi- 
ness qualities of Anatoly 
Borisovich,” he said. 

Mr Chubais has been 
given the rank of a deputy 
prime minister but will not 
formally join, the govern- 
ment He will also retain his 
job as head of Unified 
Energy Systems, the electric- 
ity monopoly. 
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Vactev Klaus, c hairman or the Civic Dem o cratic party (ODS) and tbnnw Czech prime minister, signs 
autographs at a gmral election campaign raly fci Prague. Czechs go to the polls tomorrow. The 
Social Democrats lead opinion pols, ahead of fee ODS, bid are unlikely to gain a majority Baiters 








French politician attacks ‘secrecy’ of ECB 


By Robert Qrabaui fa Paris 


A- senior French politician 
y esterday issued a stinging 
attack on the allegedly secre- 
tive nature of the nascent 
European Central Bank. 

Didier Migaud, a Socialist 
deputy and rapporteur of the 
French National Assembly's 
finance commission, accused 
the ECB of starting off on 
the wrong foot at its inaugu- 
ral meeting by agreeing a 
restrictive view of its 
accountability. 

This is the first public crit- 


icism to be levelled at the 
ECB and its Dutch president,, 
wtm Duisenberg, from any. 
of the 11 countries in the 
euro-zone. “This is an indi- 
vidual initiative,” said a 
spokesman for Mr M i gaud , 
“but his views are shared by 
a number of other deputies 
an the commission". 

The ECB will not acquire 
real responsibility for euro- 
zone monetary policy until 
next year, but Mr Migaud’s 
comments underline French 
concern over the apparent 
lack of transparency in the 


new body's deostan-makfag. 

At the heart , of this con- 
cern has Men Mr Duisen- 
berg’s refusal to heed the 
National Assembly's resolu- 
tion of April 22, calling on 
the head of the ECB to give 
at least once a year an 
account of monetary policy 
in audiences with national 
parliaments. 

After the first ECB gover- 
nors' council meeting on 
June 9, Mr Duisenberg said 
he would only appear before 
the European parliament in 
Strasbourg and insisted the 


minutes of meetings would 
be kept secret for 17 years.: 
“This augurs ill for the:-, 
transparency of the body 
responsible for monetary 
policy in the eurozone,” Mr 
Migaud said. 

His statement went on: 
“The president's desire to 
appear only before toe Euro- 
pean parliament and take 
decisions in near absolute 
secrecy seems to go against 
the large consensus, espe- 
cially evident during negoti- 
ation of the Treaty of 
Amsterdam, in favour of par- 


liaments being more closely 
associated with community 
procedures’'.' ' 

. He claimed the ECB 
appeared determined -to oper- 
ate a far more restrictive 
information policy than 
found in the US, the UK or 
even Japan. Such an attitude 
was scarcely likely to 
encourage people to be more 
pro-European, he declared. 

Reminding the ECB that 
the single currency was not 
an end itself but a tool to aid 
economic and social develop- 
ment, he added: “The 


peoples of Europe should be 
able to appreciate via their 
elected representatives 
whether monetary policy 
corresponds to this aim. 

“The construction of 
Europe cannot go on long 
like this without encourag- 
ing the anti-Europeans and 
increasing misunderstand- 
ings”. The ECB and its direc- 
tors had to understand this. 

The French parliament 
has yet to ratify the Amster- 
dam Treaty, hostility to the 
ECB could complicate the 
debate over signature. 


Italians protest over threatened plant closure 


By Paul Betts in MBau 


More .than 1. 000. Italian 
chemical workers yesterday 
blocked the main railway to 
Venice in -protest at the 
threatened closure of the 
vast petrochemical complex 
of Porto Marghera. 

The protest follows the 
decision of a local prosecutor 
to order the shut down of 
the complex's waste disposal 
drain into the Venice lagoon, 
bringing to a bead an envi- 
ronmental controversy over 
the impact at chemical waste 
on the lagoon city. 

Enichem, the chemicals 


arm of the Eni oil- and gas 
group, owner of the Porto 
.Marghera complex, has 
appealed against the deci- 
sion, arguing that it has not 
infringed any envir o n menta l 
waste disposal regulations, it 
backed up its case with inde- 
pendent reports by two sepa- 
rate US consultants which 
confirmed the disposal 
operations complied with 
existing regulations and did. 
not cause any risk or dam- 
age to the envlroument 
Local authorities also crit- 
icised the decision, reflecting 
fears ova: possible job reper- 
cussions in toe area. The clo- 


sure of the drain .would lead 
to the shut down of not only 
the petrochemical complex 
but- of a number of other 
large chemical plants to the 


jobs were at risk. .. _ . 

Luca Ramacci, the -prose- 
cutor who ordered the clo- 
sure of the drain, launched 
his investigation into the 


The prosecutor’s decision brings to a 
head a controversy over the impact of 
chemical waste on the lagoon city 


neighbouring area. 

Enichem warned it could 
lead to the shut down of 
Italy’s north Italian chemical 
industry. Unions said 20,000 


environmental impact of the 
petrochemical complex on 
the Venice lagoon three 
years ago after the publica- 
tion of a report by Green- 


peace, the -environmental 
action group. The report 
noted toe presence of dioxin 
in the waters around Venice. 

The co-existence of the 
petrochemicals complex and 
the historic but fragile city 
. of Venice has been the 
source of intense debate. The 
government is now poised to 
introduce tougher environ- 
mental rules. 

• Romano Prodi, Italian 
prime minister, said yester- 
day the state would retain a 
controlling stake in the 
energy company Eni after 
the sale of a fourth tranche 
of the group's shares. 


Reuters reports from Rome. 

The Treasury announced 
on Saturday that it would 
sell 12.5 per cent of its 
remaining stake in Rni, tak- 
ing its share of toe group to 
around 38.7 per cent from 
51-2 per rent. The Treasury 
is to keep a golden share to 
Eni, a measure which gives 
it veto rights over strategic 
decision-making of priva- 
tised companies. 

“After the sale of the 
fourth tranche the Treasury 
will retain a high stake in 
the company, a stake which 
we could define as com- 
manding." said Mr ProdL 
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Success story in south Italy 

What was regarded as an extravagant project has been transformed 
into the largest Mediterranean container port, writes Paul Betts 


i t is being touted as the suc- 
cess story of Italy's deep 
south. Romano Prodi. 
prime minister, never misses 
an opportunity to invite for- 
eign officials and newspaper 
editors to Calabria, at the 
southern tip of Italy, to wit- 
ness the economic miracle of 
Gioia Tauro. 

In three short years, what 
was once regarded as a 
wasteful, extravagant proj- 
ect to industrialise the poor 
south of the country has 
been transformed into toe 
largest container port in the 
Mediterranean. It also man- 
aged to break into profit for 
the first time in the first 
quarter of this year. 

Yet the private sector 
architects or this remarkable 
achievement ni«im the cen- 
tre-left government is threat- 
ening the future of toe port 
“Beyond all the fine wards 

and propaganda, this admin- 
istration has assumed a hos- 
tile stance to our successful 
venture," says Marco Vitale, 


chairman of Med centre, the 
private company that devel- 
oped and manages on a lease 
the Gioia Tauro port 

The root of the problem is 
the government’s attempts 
to encourage the develop- 
ment of similar container 
ports in other parts of 
southern Italy and Sardinia, 
cloning the successful strat- 
egy of Gioia Tauro. Tu so 
doing, they are putting our 
future viability at risk," 
explains Mr Vitale. “They 
don’t seem to understand 
there is not enough room in 
the market for a multitude 
of container terminal hubs 
in Italy.” 

Conceived nearly 30 years 
ago as part of the Italian 
government's efforts to stim- 
ulate economic growth in 
the south, the port of Gioia 
Tauro was built at a cost of 
Ll.IOObn. It was originally 
designed as part of an ambi- 
tious steel complex to Indus- 
trialise the area. 

The steel complex was 


never built. For nearly 30 
years. Gioia Tauro remained 
a backwater. Sheep grazed 
by the banks of the man- 
built deep water channel. 
Then, to the summer of 1993, 
Angelo Ravano, a shipping 
entrepreneur from Genoa, 
bad the idea of developing 

the part as a Mediterranean 
container ship hub. 

After developing a con- 
tainer terminal at the port of 
La Spezia, east of Genoa, be 
searched for other opportu- 
nities to expand. He first 
considered Malta. When be 
saw the potential of Gioia 
Tauro, he opted for the aban- 
doned south an Italian port 

Mr Vitale acknowledges 
that Mr Ravano was given a 
strong helping hand by the 
then Italian government 
headed by Carlo Azaglio 
Gampi, toe current treasury 
minister. “In only three 
months we signed all the 
contracts and were ready to 
start a miracle in Italy." Mr 
Vitale recalls. A year later. 



Mr Ravano died but ins task 
was pursued by his sou and 
business partners. 

Since toe original agree- 
ments with the government 
were signed three years ago, 
Contship, the container ter- 
minal grou p which controls 
the Gioia Tauro ter mi nal, 
has invested L3l0bn includ- 
ing the EITs Ecu 4Qm contri- 
bution to develop the termi- 
nal. It is planning to spend a 
further LlOObn by next year. 

Although the government 
welcomes Gioia Tamo's suc- 
cess in establishing itself as 
a container hub, it does not 
want toe port to gain a 


monopoly in Italy. The 
administration, especially 
Claudio Buriando. transport 
minister and a former mayor 
of toe port city of Genoa, has 
encouraged the development 
of rival ports. 

The government has 
attracted investment from 
large operators such as the 
Singapore Port Authority, 
which recently acquired the 
port of Genoa-Voltri from 
the Fiat automotive group. A 
dedicated container terminal 
is under construction at toe 
southern part of Taranto for 
Taiwan's Evergreen con- 
glomerate, and a new con- 
tamer hub is being built at 
Cagliari to Sardinia. 

Contship says the govern- 
ment's strategy is mis- 
guided. Gioia Tauro already 
competes against other large 
Mediterranean hubs such as 
Malta and Algeciras in 
Spain. 

Contship has just taken 
legal action against Cagliari, 
claiming the Sar dinian proj- 
ect is benefiting from unfair 
subsidies. "We received 
European Union support for 
Gioia Tauro totalling about 
Ecu40m ($44.4ta) but Cagliari 
is receiving much more aid. 
We are not against support 


but we want them to receive 
the same treatment as ns to 
avoid any distortions in com- 
petition," insists Mr Vitale. 
If necessary. Contship 
intends to take the matter to 
Brussels. 

Contship is also anxious 
that the government authori- 
ties should fulfil their pledge 
to invest LlSSbn to upgrade, 
as tiie landlord, the port area 
by the end of last November. 
The government's part of 
deal is running two years 
late. Medcentre is particu- 
larly keen to see the railway 
link to the terminal expan- 
ded and modernised. "One of 
our competitive advantages 
over Malta is that we also 
serve directly the continen- 
tal mainland by road and 
rail," explains Mr Vitale. 

Although volume of activ- 
ity has shot up from 17^000 
tonnes in 1995 to 1,448,500 
tonnes last year, the port 
sees the proposed develop- 
ment of other container 
hubs as an extremely serious 
threat at a time of ennwiida. 
tion in international ship- 
ping. "Everybody in Italy 
now wants a hub. If we end 
up . building them every- 
where, we will all end up 
bankrupt,” Mr Vitale warns. 


Brussels 
delays 
decision 
on wine 


By Samar Iskander hi 
Strasbourg and Michael Smith 
m Luxembourg 

The European Commission 
yesterday postponed by at 
least two weeks a decision 
on plans to increase subsi- 
dies to wine-makers by at 
least 30 per cent to help 
improve competitiveness. 

The delay comes amid 
worries from US and South 
African wine growers that 
they will be put at an unfair 
disadvantage if the EU raises 
support for its vineyards. 

US officials said yesterday 
they would view the propos- 
als “with concern" to ensure 
they were in line with BO 
commitments to the World 
Trade Organisation. 

Gunter Mailer. South 
Africa's farm representative 
in Brussels, said his country 
was in principle against an 
increase in wine subsidies 
since its farmers received 
□one. 

Hie Commission said yes- 
terday that the delay in mak- 
ing a decision did not reflect 
any opposition among Com- 
missioners to the proposal. 

However it is understood 
that some Commissioners, 
including Sir Leon Brittan, 
trade Commissioner, want to 
ensure the proposals were 
consistent with other 
reforms proposed by the 
Commission in its so-called 
Agenda 2000 package. 

Wine reform is to be da- 
cussed at the Commission’s 
weekly meeting on July L 

Under the proposal of 
Franz Fischler, farm Com- 
missioner, support for the 
sector would rise from a bud- 
get allocation this year of 
about Ecu800m ($879m) and 
a likely expenditure of about 
Eculbn to about EcuL3bn 
from 2000. when toe propos- 
als would take effect. 

About Ecu4Q0m would be 
spent on measures to 
upgrade vineyards. Support 
for direct market interven- 
tion, for example buying 
unwanted produce, would be 
reduced. 

Mr Fischler argues the 
proposals are fully in liiw 
with WTO co mmitm ents. 
The EU provides three-fifths 
of the world's wine. Under 
commitments to the WTO. it 
is reducing export subsidies 
and import tariffs, gnri Mr 
Fischler believes improving 
the quality of exports is toe 
beat way of helping vine- 
yards to compete. 
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NEWS DIGEST 

YUG OSLAV I A'S CONSTIT UTIO NAL CRISIS 

Montenegro tries to stem 
Milosevic’s power 

fh SSSUr®'* C ?" Stitut ' Dna! criai * deepened yesterday when 

StatvSfTS? P ariiamenf moved to bfocfc attempts fay ■ 

M-itosevc. the federal Yugoslav presiderMo boost 
ms constitutional powers. 

as5embf y appointed 20 members from the 
pemocrabc Socialist party (DPS) of President Milo 
M °" tene 9ro's delegates to the upper house of 
ederal Yugoslav parliament Mr Djukanovic, favoured by 
western governments, is locked in a power struggle wrto Mr 
Mfe^icthat threatens to tear apart Serbia and Montenegro, 
the two republics left in Yugoslavia. 

The 40 seats in the upper house are divided equally 
oetweenthe two republics. Mr Milosevic will be denied the 
two'thirds majority he needs tn both federal chambers to 
change the constitution to consolidate his powerbase after 
switching from the Serbian presidency a year ago. 

The Montenegrin Socialist People's party of Momir Bub- 
tovic. the federal prime minister and a close aBy of Mr Milos- 
evic, denounced a law passed on Tuesday that deprived his 
party of representation at the federal level “as a new act of 
s ®cession" by Mr Djukanovic. The DPS pushed through the 
law after defeating Mr Bulatovlc's party in general elections 
last month. Guy Dinmore, Belgrade 

DIPLOMATS ALLOWED TO STAY 

Belarus delays evictions 

President Alexander Lukashenko of Belarus lias put off a 
move to evict foreign diplomats from the housing complex 
where he lives, officials sad yesterday. 

Mr Lukashenko, whose authoritarian rule has repeatedly 
stirred controversy in the former Soviet republic, had earlier 
ordered 22 diplomatic families to move out of the Drozdy 
complex. He said the compound needed to be repaired. 

But the International Monetary Fund’s resident representa- 
tive, Richard Haas, said that Mr Lukashenko had signed a 
decree letting toe diplomats stay. It was not dear If the 
decree was temporary or permanent 
The row boiled over last week when Minsk ordered envoys 
to move out. At one point the US ambassador was shut out- 
side toe gate of his residence when workers, under orders 
from the government welded it closed. Reuters, Minsk 

AMSTERDAM STOCK EXCHANGE 

Probe leads to arrest 

An investigation into malpractice on the Amsterdam stock 
exchange has resulted in the arrest for the first time of a rotas 
bank board member. 

Thijm Korver of SNS Bank was befog held yesterday on 
suspicion of making false declarations about transactions 
conducted in 1994 and 1995. 

Mr Korver is the twentieth person to be arrested since the 
investigation began nearly eight months ago. One person has 
been convicted of tax fraud. 

Rein van Zessen of the bank's SNS Securities subsidiary 
was among four people detained for questioning late test 
month. Others included stockbrokers at GrecSt Suisse First 
Boston and Oixtoof Effect en, a local company, as well as the 
head of European investments at toe metal industry pension 
fund. Gordon Cramb, Amster d am 


UTHUAN1A TELECOM 

Law boosts sell-off plan 

Vaidas Adamfcus. Lithuania's president, yesterday signed a 
telecommunications law which paves the way for the privati- 
sation next week of Lithuanian Telecom, the state-owned 
fixed-line monopoly. 

The law, which parfement passed on June 9 after months of 
controversy, will grant Lithuanian Telecom a monopoly In 
fixed-line services until January 1 2003. 

The monopoly rights are likely to raise the value of the bids 
for the state-owner carrier. Gedimfoas Vagnorius, toe prone 
minister, said the law would strengthen the position of Lithua- 
nian Telecom before privatisation on June 24. A consortium 
formed by Telia of Sweden and Sonera of Finland is compet- 
ing against TeleDanmark in toe bidding round. Analysts sug- 
gest toe sate could make in excess of $600m for a 60 per 
cent stake In the carrier. Matej Vtpotnik, Riga 


HUNGARIAN ECONOMY 

Pledge to attack inflation 

The Incoming Hungarian government wfll seek a mvilrmari 
three percentage point reduction In inflation this year and 
next but vrtl introduce measures to achieve a cut o f doub le 
that amount in 2000. LaszJo Urban, finance minister desig- 
nate, said yesterday. .... * 

Fkdesz. the rightwing party which won most seats m toe 
general election last month, is currently trying to form a coafi- 
tion government . 

Mr Urban said a Fkfesz-led administration would put job 
creation at the top of its priorities and would focus onsmaB 
and medium-sized enterprises. Privatisation would continu e 
primarily via the capital market Mr Urban said he planned to 
attack inflation, currently at just under 16 per cert, _ wltofbw 
separate measures. Energy 

based on future expectations and not on past inflation figures, 
as now. Nominal wage agreements between private empfay- 
ere and the unions would be finked weil m advance to expec- 
ted inflation. Hester Eddy, Budapest 

POLISH RAIL STRIKE ’ 

Government warns union 

Poland's govOTmem threatened to sue the j»0 n» 
union for damages after affected arotmd 

IfSfog rfmeSta 1 65m)bUdgetBiy 

{PKH is due to receive this 

V ^L wants the Government to stow toe country's 
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Germany may change laws 

in a financial ministries 

general election m September, nnanw « 

said yesterday. mfoistries backed certraKsfog toe 
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Bavaria’s farmers prepare to dig in over Agenda 2000 


European Union’s plan for agricultural reform Is viewed as a 
cultural as well as economic threat, writes Ralph Atkins 


C owsheds tower protec- 
tively over Josef 
SchwSbl's rambling 
farmhouse in Ebersberg, an 

boor's drive from the Bavar- 
ian city of Munich In 
southern Germany. 

‘it is very beautiful here, 
but we have to fight hard to 
keep it as it Is," be says. 

Darkening the .horizon is 
the European ' Union's 
planned Agenda 2000 agricul- 
tural reform, intended to 
reduce farmers' dependence 
an price subsidies and pre- 
pare EU finances for the. 
planned mfinKinn of former 
communist countries. 

Bavaria’s farmers fear ft, 
wiD be at their expense. 

“At stake," says Gerd- 
Sonnleitner, president of the" 
German farmers’ associa- 
tion, “is the sustainability of . 
Bavaria’s culture.” Bavaria’s 
farmers, he warns, “bring 
greater sacrifice and engage- - 
ment into oar politics”. 

At one level. Bavaria’s pro-,, 
tests are about straightfor- 
ward economics. Under 
Agenda 2000, milk farmers . 
such as Mr SchwSbl would 
be hit by cuts in market 
intervention prices (the price' 
that the EU seeks to ensure 
producers receive) of up to- 
17 per cent, which he reck- 


ons could cost him DM28,000 
($15,550) a year even after 
taking account. of proposed 
direct compensation. The 
mflft from his 65 cows is 
used for camembert, sold 
.. locally. But others would be 
hit by increases in milk quo- 
tas in Italy, the biggest mar- 
ket for Bavarian milk. 

However, the conflict is 
also about sustaining an 
agricultural industry which 
accounts for only l pa- cent 

- of Bavaria's gross domestic 
product but shapes the 
state's character: not just 
the scenic backdrop for its 
more important car, engi- 
neering and electronics 
industries, but also the 

- state's politics. 

r Influenced largely by the 
agricultural lobby. Edmund 
Stoiber, Bavaria's conserva- 
tive prime minister, who Is 
regarded as amnng the less 
pro-European of Germany’s 
politicians. has taken a 
prominent role in arguing 
for- sweeping regional 
decentralisation within 
Europe. 

■ - Agricultural ministers 
'from Germany’s 16 states, or 
* LOnder, last month agreed a 

common position paper 

■ urging greater efficiency. 
' simplicity and transparency 


through “a widening erf the 
scope for regions to imple- 
ment agricultural policies". 
Their line was endorsed ear- 
lier this month by the state 
prime ministers and Chan- 
cellor Hdmwt KoJjL 

For now, Mr SchwSU, 44, 
who farms 56 hectares, has 
to keep working out his 
STUDS. “It is damn difficult 
You must always look to see 
how It can be done more 
simply, and think of some- 
thing extra you can do.” 

He supplements his 
income by running a private 
contracting business, hiring 
out heavy finrm't>g machin- 
ery: his wife goes out to 
work. But Agenda 2000' s 
complex proposals on com- 
pensation, he argues, disad- 
vantage intensive farms 
such as his. 

There are other obstacles. 
Bavaria’s labour costs are 
high and the dimate often 
difficult (minus 20 degrees in 
winter is not uncommon). 
The preservation of picture- 
book farms results from 
countless building standards 
and environmental regula- 
tions. But Bavaria's agricul- 
tural sector is stai efficient, 
according to Mr Sonnleitner. 
“When I go into eastern Ger- 
many, the balance is worse 


—I 



Farmer Josef Schwab! says-he wg be d isa d v ant ag ed by the compensation proposals Slefcn Rossxnam 


than on our smaller Bavar- 
ian farmers.” 

Cuts in EU beef, cereal 
and milk intervention prices 
are unnecessary, he argues, 
because higher demand 
worldwide is bringing con- 
sumption closer towards pro- 
duction levels, reducing sur- 
pluses. “We don’t need a 
radical cut but a softer tran- 
sition towards decoupling 
price and income policies.” 

That frustration lies 
behind the Bavarian govern- 
ment's proposals for an 
enhanced role for the 
regions in European agricul- 
tural policy-making. 


“We're not Eurosceptics, 
but we represent a model 
that gives Europe more 
chance to create competition 
between the regions," says 
Bernhard Schick, responsible 
for federal and EU affairs at 
the agricultural ministry in 
Munich. 

Already 4,000 to 5,000 agri- 
culture-related businesses 
close every year in Bavaria. 
Despite Bavaria’s relatively 
low unemployment, that is 
about as fast as is economi- 
cally and socially tolerable, 
Mr Schick argues. 

Bavaria wants a freer 
hand to continue its deliber- 


ate policy of preserving rural 
communities and avoiding 
the overgrowth of conurba- 
tions. 

Mr Schwdbl is confident 
his business will survive to 
be taken over by his chil- 
dren. as be took over the 
form from his father. 

But be fears the conse- 
quences of Agenda 2000 for 
smaller neighbouring hold- 
ings whose buildings and 
fields define Bavaria's land- 
scape. “The cows themselves 
could be taken over by other 
farmers. But the whole 
structure of Bavaria would 
change totally." 
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AMNESTY INTERNATIONAL REPORT 


US blow to hopes for a World Court 


Governments paying ‘lip 
service’ to human rights 


By James BfRz in Rone 


Amnesty Internationa! yesterday documented a year of 
atrocities, saying governments paid only lip service to human 
rights 50 years after signing up to a batter world. 

Releasing its 1998 annua) report the London-based group 
said cruelty and injustice remained rife despite the 1348 
adoption of the Universal Declaration of Human Rights 
(UDHR). 

Amnesty documented abuses In 141 countries, ranging 
from poverty to torture. 

Since governments had fallen so short. Amnesty urged cor- 
porations to bring their influence to bear, saying: "The silence 
of powerful business interests in the face of injustice is not 
neutral.” Reuters, London 


Hopes of setting up a strong 
and independent interna- 
tional criminal court yester- 
day suffered a severe set- 
back after the US made dear 
that any investigation by the 
institution would have to be 
initiated by the United 
Nations Security Council. 

In the face of clear 
demands by most European 
Union states and Canada 
that the court should have 
an independent prosecutor 
and judges. Bill Richardson. 
US ambassador to the UN, 
said only the Security Court 


cjl or one of its member 
states should haw the right 
to initiate proceedings. 

“We must not turn an 
Internationa] criminal court 
- or its prosecutor - into a 
h uman rights nmbOdBTWfln 
open to. and responsible for. 
responding to any and all 
complaints from any 
source." Mr Richardson told 
an international conference 
in Rome that is drawing up 
the constitution of the ICC. 

He said that .unless this 
safeguard was introduced, 
the court would fall victim 
to a flood of politicised alle- 
gations that would make it 


bard for the organisation to 
deal with more considerable 
cases of genocide or crime 
against humanity. 


*!t is shameful 
that any tyrant 


can block his own 
prosecution 1 


Noting that the US had 
long played a crucial peace- 
keeping role by sending 
troops to crisis zones, Mr 


Richardson raised concern 
that the court might allow 
groups or states to politicise 
the activities of servicemen 
and women abroad. 

“Soldiers deployed far 
from home need to do their 
Jobs without exposure to 
politicised proceedings," he 
said. “More generally, we are 
not hew to create a court 
that exists to sit in judgment 
on national systems, to sec- 
ond-guess each action and 
intervene if it disagrees." 

Mr Richardson’s com- 
ments underline the concern 
of many participants at the 
congress that a group of 


powerful states - the US, 
France. China and Russia - 
want the Security Council, 
of which they ore members, 
to remain the overall arbiter 
of what the court does. 

Human rights groups fear 
this would let Security 
Council members veto any 
investigation against them 
or their armed forces that 

might cause embarrassment. 

Richard Dicker, associate 
counsel of Human Rights 

Watch, said it was "shameful 
that Washington continues 
to leave open the possibility 
that any tyrant can block his 
own prosecution". 


ETHIOPIA/ERITREA 


I African presidents to visit 


Four African presidents will visit Ethiopia and Eritrea this week 
to try to resolve a border conflict that Ethiopia says is wors- 
ening by the day. 

As Ethiopia moved more militia toward the border with its 
Horn of Africa neighbour yesterday. Its diplomats issued a 
grim warning days before the African leaders' visit 

“The crisis between Ethiopia and Eritrea, far from having 
shown any improvement, is in fact worsening by the day.” it 
said in a statement through Its United Nations mission in New 
York. Reuters, Asmara 


Settlers urge Netanyahu 
not to pull back troops 


By Judy Dempsey In Jerusalem 


ROYAL DUTCH/SHELL 


Nigerian oil pumping resumes 


Royal Dutch/SheM’s Nigerian oil-producing unit said yesterday 
it had resumed pumping 50,000 barrels per day of crude out 
of 110,000 b/d shut in by protesting locals. 

“We have been able to reopen Nembe 1 and Nembe 2 and 
production is up to 50.000 b/d,” a company spokesman sard 
rn Lagos. "We expect that a third flowstahon, Nembe 4 will be 
reopened tomorrow." 

Four flowstations have been shut in toe volatile Nembe dis- 
trict and one at Odeama since June 8, tallowing community 
disturbances during which youths seized two water barges 
and forced SheM to suspend operations in the area. 

Shell is a frequent victim of community disturbances in toe 
Niger Delta region, where impoverished villagers feel cheated 
out of oil wealth. Reuters, London 


Israel's Jewish settlers are 
planning big demonstrations 
and sit-ins to prevent Benja- 
min Netanyahu, prime min- 
ister. from pulling back 
troops from some of the 
West Bank. 

Settler leaders, supported 
by the National Religious 
party (NRP) in Mr Netan- 
yahu's coalition, said yester- 
day they could topple the 
government if the redeploy- 
ment went ahead. 

Senior western diplomats 
said Mr Netanyahu 
“wanted” to band back 13 
per cent of land to the Pales- 
tinians over three months, 
in proposals drawn up by 
Washington. “But he keeps 
putting off the decision 
because he is afraid of losing 
his power base." said a diplo- 
mat. 

His power base comes 
from the religious parties 


and from the far right, 
which include 168.000 set- 
tlers in the West Bank who 
voted for Mir Netanyahu. 

Pinchas Wallerstein. chair- 
man of Yesba Council, the 
umbrella organisation for all 
the settlements, said settlers 
would would set up a “tent 
city" outside the prime min- 
ister's office, and later out- 
side the homes; of govern- 
ment ministers. 

In addition, he said the 
Yesha Council would con- 
tinue to fly out members of 
Mr Netanyahu’s Likud party 
and the NRP each Friday to 
show how Israel's security 
would be affected if the rede- 
ployment took place. Yester- 
day. it completed a direct 
mailing to every Israeli 
home. 

Over the past few weeks. 
Mr Netanyahu has tried to 
reassure the settlers their 
security would not be com- 
promised. 
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A kinder, gentler Butier sees 
end to Iraqi arms inspections 


But as their opposition to 
a pull-back increases, so 
does the pressure on Mr 
Netanyahu. 

If he carried oat the sec- 
ond pull-back, the opparitlan 
Labour party would provide 
him with a “safety net" in a 
Knesset (parliament) vote, 
since the nationalists do not 
support the government. 

But since the pull-back 
would be spread out over 12 
weeks. Labour is not pre- 
pared meanwhile to block 
confidence votes - which 
would come from some of Mr 
Netanyahu's own parties. 
Ehad Barak, the Labour 
leader, would lose all credi- 
bility if that were to happen, 
said party activists. 

Yet public opinion for car- 
rying out the redeployment 
is increasing. An opinion 
poll in Yedioth Ahronoth. 
the Israeli daily, showed that 
about 59 per cent supported 
a 13 per cent pull-back. 


As Baghdad’s complaints grow louder, the chief UN weapons 
inspector has had to take a softer line, reports Route Khalaf 


O n his latest trip to 
Baghdad. Richard But- 
ler. the chief United 
Nations weapons inspector, 
praised Iraq for its co-opera- 
tion and predicted it would 
continue and would allow 
him to present his final 
report to the Security Coun- 
cil in October. 

Mr Butler's optimism - 
many observers in Baghdad 
deemed it excessive - 
gppmprt m part designed to 
encourage Iraq to provide 
the remaining evidence be 
i seeks before be can declare 
i it has eliminated its weap- 
; ans of mass destruction. But 
it also reflected the growing 
pressures on Unscom, the 
commission he heads, to 
show its own goodwill and 

produce results. 

In the spotlight since the 
crisis in February in which 
the diplomacy of KoG 
Annan, the UN secretary 
general, averted a military 
strike an Iraq, the Austra- 
lian diplomat appears eager 
to deflect criticism that be 
and his agency deliberately 
contribute to a sense of cri- 
sis and to Tnafntafnmg ON 

sanctions. 'Hie sanctions, 
now in their eighth year, can 
only begin to be lifted when 
Unscom presents a final 
report to the Security Coun- 
cil confirming Iraq has elimi- 
nated all its deadly weapons. 

Times have certainly 
changed for Unscom. Uhtd 
*ecehtty~-its ^resulmwerg, 
taken ai fttce 

countries and reports wee 
not. subjected to heavy. scru- 
tiny. Only the US and UK 
seemed to be paying close, 
enough attention to the com- 
mission and contributed' 
heavily , to staffing it . This 
infuriated the Iraqis, not 
least: because some inspec- 
tors came from the US mili- 
tary' and raised Iraqi suspi- 
cions of spying. . 

But as Iraq’s complaints 
grew louder.' Mr Butler and 
his commission found them- 
selves in a less comfortable 
position. Mr Butler and the : 
inspectors are now ques- 
tioned, tharonghly in the 
Security Council. Russia and 
France, have Insisted on 
including' ttutir ' ria'riqnafe to ■ 
the small circle of advisers 
to Mr Butler, in an attempt 
to also check the powers of 
his American deputy.-' ... 

One diplomat said bluntly 
that, the diplomatic commu- 
nity in Baghdad is no longer, 
eager to listen to Mr Butler 
on his visits. “Unscom hag 
lost credibility," he said. 
“Now we rush to listen to 
the Iraqi side as well" 
Diplomats remember that : 
Mr Butler had also praised 



Butier. now questioned thoroughly in Security Council 


Iraqi co-operation while in 
Baghdad In March, only to 
produce a report in April 
which stressed that no prog- 
ress had been achieved in 
the previous six months. 
Positive points they were 
told would be included in 
the report were nowhere to 
be found, they said. 

They have also noticed 
that the issue of Iraq’s eight 
presidential sites, which 
nearly led to war in Febru- 
ary, seems now to have been 
forgotten.. The first inspec- 
tions of.. the sites- did not 
i i^ovggJpcjtoiHiatii^ ' eyK, 
> cfe&c© ■ 'amT'tbeTe :*arfr: ntf 
immediate plans for repeat 
yisits. Unscom' officials- said 
opening up presidential sites 
was important to fix the 
principle of access to tospec- 
tprs- They have also charged 
that documents appeared- to 
have been- moved from the 
. palace , compounds before 
' their visit. 

To an extent, the erosion 
of support - for Unscom 
reflects rising frustrations 
with the sanctions on Iraq 
and the pressure from some 
countries to. find a less dev- 
astating policy for keeping 
Baghdad In check. 


U nscom’s defenders said 
a history of conceal- 
ment by Iraq - it - was 
only in 1995. for .example, 
that it began to admit to a 
biological weapons pro- 
-gramme - has • delayed the 
inspectors' work and made 
them understandably suspi- 
cious. Officials said that 
even verifications success- 
fully concluded may. be 
imperfect because they are 
often based on' declarations 
made by the Iraqis. - 
Ewan Buchanan, Unscom 
spokesman, said three inde- 


pendent panels of experts 
have found that Iraq's final 
declarations on its weapons 
were inadequate. “So the 
accusations that we are 
holding things up or making 
false judgments seem to he 
refuted by the three pane Li, " 
he said. 

But many western coun- 
tries are still questioning 
whether Unscom is not pick- 
ing on small details and bas- 
ing demands for evidence on 
mere suspicions. 

Many wonder why at least 
some -of the remaining quw>- 
>tioas. cannot he. dealt with, 
'thrdfigh tffesystem dr verifi- 
cation and monitoring, 
which would continue after 
sanctions are lifted. The sys- 
tem allowed Unscom to mon- 
itor 300- facilities - including 
plants, breweries and univer- 
sity laboratories - which can 
be considered of dual use. as 
weH as to track whether 
equipment Is moved. 

“Unscom claims to have 
the best experts and they 
have had eight years ’to 
inspect." said a diplomat, “so 
if after thousands of inspec- 
tions. they still don't know, 
how does that reflect on 
them and how long will it 
take, how many more 
[years?" Unscom officials. 
insisted moving to monitor- 
tog required it to understand 
folly Iraq's development pro- 
gramme, which it is far from 
being able to do in respect of 
biological weapons. 

Perhaps most irritating to 
Mr Butler, the secretary gen- 
eral now has a special 
envoy, Brakash Shah, in Iraq 
who can directly convey 
Iraqi grievances to New 
York and keep an eye on 
Unscom. Said one expert: 
“Prakash Sbab is shadowing 
Butler less and less silently." 
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Mr Richardson appeared to 
indicate after Iris speech tint 
there was little pnwprrt of 
Washington ratifying an ICC 
treaty in the foreseeable 
future. 

-Our position is not goto# 
to change.'* Mr Richardson 
told reporters. “Thu; confer- 
enee is not over. . - hut we're 
very firm an that point, M he 
said, referring to Security 
Council control. 

Kofi Annan. UN secretitry- 
general. said earlier this 
week that it would be better 
to launch a strong court 
without the l T S than a weak 
one with it. 
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WORLD TRADE 


jgjM MEis easier access punned for approved countries 


for Africa trade bill 


By Marti Suzman in WasMogton 

Top US administration 
officials yesterday lodged the 
Senate to approve a trade 
bill designed to ease access 
to US markets for African 
countries with good political 
and economic track records. 

Testifying before the Sen- 
ate finance committee. 
Madeleine Albright, secre- 
tary of state, said passing 
the bill was one of President 
Bill Clinton’s top legislative 
priorities and would help 
integrate Africa into the 
global marketplace. 

“Throughout the conti- 
nent. this legislation is seen 
as a catalyst for deepening 
reform and for opening the 
door over time to fun partici- 
pation for many African 
countries into the global 


economy," gfrp raid 

Mrs Albright was joined 
by William Daley, commerce 
secretary, and Lawrence 
Summers, deputy Treasury 
secretary, bath of whom said 
the legislation was essential 
to bolstering US .economic 
Interests on the continent 
The White House is been to- 
try to pass the hill before 
planned trips to. Africa. in 
July by Robot Rubin. Trea- 
sury secretary and in Sep- 
tember by Mr Daley. 

The Africa Growth, and 
Opportunity ' Act would 
make it easier for African 
countries certified by the 
administration as haying 
adopted suitable economic 
and political reforms to sell 
a range of manufactured 
goods into the US market, it 
would also establish a bilat- 


eral US-Snb-Saharan Africa 

Trade and Economic 
Co-operation Forum. 

The House of Representa- 
tives passed the bill shortly 
before Mr- Clinton made his 
historic visit to the conti- 
nent in March, but the legis- 
lation has since been stalled 
in the Senate. 

It is opposed by labour 
groups.- which warn that 
more African imports would 
lead to US job losses. But 
Mrs Albright said studies 
showed the bill would affect 
at most around. 700 jobs, "hi 
the c ur re n t economy we cre- 
ate more than 10 times that 
many jobs every day of the 
year," she 

The bffl pigQ Initially ran 
into .opposition from ' South 
African President Nelson 
Mandela, who was con- 



AOxighfc C&nton seas bU as priority 


cemed that the conditional- 
ity requirements could 
undermine the sovereignty 
of African countries. How- 
ever, South Africa has now 
decided to the bill, 
in a letter to all 100 senators, 
the 48 eligible sub-Saharan 
countries have now urged 
the Senate to approve it. 
“This legislation presents a 
unique opportunity to build 
a new and dynamic partner- 
ship between the United' 
States and Africa," they 
wrote. 


. Also testifying before the 
committee, Richard Lugar, 
the Indiana senator who is 
its chief sponsor, stressed 
that it was only through 
stimulating free market 
reforms tn Africa that the 
US would be able to Increase 
exports to the continent. "No 
one believes this bill is a 
panacea fin- Africa, but it is 
stiD very much in our inter- 
est to play a constructive 
role in the evolving political 
anri economic transition in 
Africa," he said. 


The skies of Europe 
are freer — so far 

Liberalisation has greatly increased competition and encouraged 
1 1 low-cost airlines, but alliances and airport congestion could 
undermine these gains, writes Michael Skapinker 

T he liberalisation of reduction in the number of of the more significant in the 
Europe’s skies has European airlines: "Earlier longer term", 
resulted in a subs tan- concerns that liberalisation Medium-sized airlines such 
tial increase in competition, would lead to a wave of out- as British Midland and Scan- 
al though this could be right acquisitions or merg- dinavian carriers Braathens 
undermined by the growth era. with the EU airline and Maerak have also sub- 
in airline alliances and by Industry soon being reduced stantially increased competi- 
airport congestion, the UK’s to a small number of major tian in Europe. 

Civil Aviation Authority carriers, have so far proved In spite of these successes, 
said yesterday. to be ill-founded." the report expressed concern 

In a 400-page report on the The greatest success has about the possible effect of 


National aUtoes' shares of domestic markets 
Ob Brin routes shea dertpWDon (%) 



1992 03 . 94 95 W 97 


smew 


first five years of the single been the increase in the airline alliances. The biggest 

aviation market, the author- number of new competitors to be launched over the past no other airlines have tried Include London’s Heathrow 

ity said national carriers’ on Europete domestic routes, five years is the. Star Alii- to fly on these routes. and Gatwick, Dusseldorf, 

dominance of European The market share of the ance, a global partnership The authority said it was Frankfurt and Charles de 
Union scheduled flights had national carriers in their whose European members also worried about the sub- Gaulle in Paris. The CAA 

fallen substantially - from domestic markets fell from are Lufthansa of Germany stantial increase in links called for the legalisation or 

more than 80 per cent in 1992 75 per cent in 1993 to 60 per and Scandinavian Airlines between large carriers and the buying and selling of 

to below 70 per cent last cent at the end of last year. - System. • smaller airlines. “The point take-off and landing slots, 

•v year. While European avia- Liberalisation has also The European Commission may soon come where few which is prohibited by the 

V tion liberalisation was com- resulted in the growth , of approved the alliance such airiines remain entirely European Commission, 

pleted In April last year, low-fare, no-frills carriers, between Lufthansa and SAS independent of a national 

most elements of it have which the report described subject to conditions carrier." The. Single European Avia- 

been in place since 1993. as “one of the most striking designed to encourage com- Airport congestion was tion M arket : The First Fine 

The authority said the developments in airline cam- petitors to start service on one of the most serious Years, from Westwood Digi- 

lntroduction of the single petition in Europe in the last routes between Germany obstacles to competition, tal. PO Boa 41. Cheltenham. 

market had not led to a few years, and possibly one and Scandinavia. However, The most congested airports GUa. £21 


Canada in investment 
deal with Mercosur 

By Edward Akten in Toronto and Uruguay since the fail- is less ambitious than the 

- - ure of the US administration 1995 EU-Mercosur pact under 

Canada and the four Merco- to win fast-track negotiating which the two regions 
sur countries of South Amer- authority. agreed to negotiate a free 

ica have signed a trade and Hie deal will allow serious trade arrangement. The EU 
investment co-operation talk? to begin on more for- is Mercosur's largest trading 
agreement, a step Canada mal trade relations, said Set- partner, but Mercosur-Can- 
hopes will lead to more for gio March!, the Canadian ada trade is growing faster, 
mal trade links with the trade minister. surging by almost 50 per 

region. “Obviously we would like cent between i»4 and 1997. 

The agreement, amnwinwii an enhanced formal relation- Hie benefits for C a nad ian 
yesterday, establishes a ship.” said Mr March!, business include greater pro- 
framework for negotiating Options included associate tectlon of foreign in vest- 
bilateral foreign investment membership in Mercosur, ment. removal of customs 
agreements, co-operating an already enjoyed by Chile and barriers and the opportunity 
customs matters and Identi- Bolivia, or agreements to to raise private sector con- 
fying measures that distort open trade on a sectoral ceres over trade Irritants in 
or impede trade and invest- basis, he said. a more formal, structured 

ment. The agreement should also way, he said. 

It will also establish a give momentum to negotla- The deal was supposed to 
council of business leaders tions an a Free Trade Area have been signed in January 
from the two sides to meet of the Americas, said Mr during a visit to Brazil by 
regularly to discuss trade Officials from the 34 Jean Chretien, the Canadian 

and investment irritants. FTAA countries are meeting prime minister, but was 

Like the Euro pean Union, in Buenos Aires this week to blocked by Brazil over a sop- 
Canada has been pursuing set the stage for formal negt> arste trade dispute between 
separate trade relations with tiations In the next few the two countries’ flagship 
the Mercosur countries of months. aerospace manufacturers. 

Brazil. Ar gentina, Paraguay Yesterday's ann ouncement Embraer and Bombardier. 

Resistance to genetically 
modified crops ‘hits US’ 

By Maggie Uny to London EU-US trade relations over as labelling requirements, to 

genetically modified crops, figure in WTO talks on trade 

US fanners will lose $200m He said the US understood in agricultural products, due 
worth of exports of maize to that biotechnology was "a to begin formally late next 
the EU this year, because of sensitive issue here in year. 

European resistance to Europe" and "we value a The US also wanted the 
genetically modified crops, a healthy scepticism". phasing out of export subsi- 

leading US official said at a However, he said, approv- dies, the reduction or end of 
conference in London y ester- als of genetically modified tariffs, the lifting or elimina- 
day. crops by the US authorities tion of quotas, and the 

Gus Schumacher. US had been made on the best decoupling of government 
undersecretary of agricul- scientific information, and support payments from pro- 
cure. speaking at the Inter- “trade restraints put in place duction to end trade distor- 
national Grains Council for health reasons must have tion. 
annual conference, accused a technological basis”. At the same conference 

France of delaying approval The US is pushing far a the US came under fire from 
of some genetically modified WTO standard to facilitate India over the patenting of a 
maize (called corn in the trade in biotech products. variety of Basmati rice. 

US). France was ra ppo rt e u r Mr Schumacher said the Surjit Singh Bamala, the 
on the proposal to a pprove production of GM Tn»i7P in Indian food minister, said 
three varieties of GM maize, tire US would double this the grant of a patent to Rice- 
and won EU approval in year from 10 to 20 per cent of Tec. a Texan company, was 
March. However, the pro- the crop. ‘ “a classic case of economic 

posal cannot be finally He said GM crops, if “prop- hijack" and represented “a 
agreed until the rapporteur erly used and regulated", huge setback to the process 
country “signs off". offered "abundant, afford- of creating conditions for a. 

France will hold a public able, nutritious and safe food just and fair international 
debate on GM crops next supplies. We must not stifle trade environment”. He said 
week and could then scientific research." patenting Basmati rice to be 

approve the maize. ‘ Mr Schumacher said the grown in America was “like 

Mr Schumacher's speech is US wanted the removal of saying that Scotch whisky- 
likely to raise the tension in unfair trade barriers, such can be made in India”. 




* 



SPEEDING SUCCESS 


Opportunities in newly deregulated markets are huge. 
But with increased opportunities come increased 
demands. Customers now want everything from 
conventional voice service to mobility and high speed 
Internet access. And they want them at an affordable 
price. Nortel has helped create the three largest 
competitive networks In North America, the second 
and third national networks In the United Kingdom 
and competitive networks in France. Japan and Brazil, 
to name a few. We understand that speed to market, 
rapid service deployment and satisfied customers 
are the way to get to the profits - first. So why wait? 

For more details, visit www.nortel.com/success2. 


We'll help speed your success. 
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ywER COUL D FORCE CUSTOMERS TO BUY, CLAIMS COMPETITION BUREAU CHIEF 

answers antitrust critics 


G 

t 


-eral Trade 
.on hit back at 
of its high-profile 
.tust action against Intel 
„■ arguing that the world's 
largest chjpmaker could 
force customers to buy its 
technology unless its busi- 
ness practices were curbed. 

William Baer, director of 
the FTC's bureau of competi- 
tion. said the antitrust law- 
suit was vital to stop the 
cbipmaker abusing its 
monopoly power to compel 
the computer industry to 
buy its technology. 

The FTC's comments indi- 


cate it may be sympathetic 
with broader allegations in 
the computer industry - not 
part of the antitrust action - 
that Intel has sought to 
extend its dominance in 
microprocessors to related 
technologies and products. 

Intergraph, the computer 
workstation manufacturer at 
the heart of the FTC action, 
last week alleged that Intel 
had sought to force out of 
tbe market other manu- 
facturers of chips which 
work with microprocessors. 

The FTC action alleges 
that Intel coerced three 
companies to settle patent 
disputes by denying them 
crucial technical inform- 


ation, Intel admits it 
withheld the information, 
but strongly rejects the 
accusation that its actions 
were illegal. 

The FTC says it is 
continuing to investigate 
other issues surrounding 
Intel which may lead to a 
further antitrust lawsuit 

Mr Baer rejected criticism 
that the FTC’s action was a 
□arrow case which did not 
justify government 
involvement. “The long-term 
competitive concern is that 
all innovation will have to 
go through Intel, which will 
be able to use its market 
power to force people to 
license its ideas." he said. 


He defended the pre* 
eruptive nature of the FTC 
action, saying tbe 
commission needed to win a 
court order to prevent Intel 
from abusing its monopoly 
power in the future. 

He also rejected claims 
that the FTC had failed to 
show that Intel had caused 
substantial harm to the 
three companies named in 
its lawsuit - Intergraph. 
Digital Equipment and 
Compaq Computer, 

“■You do not need to show 
that the monopolist has 
raised prices or restricted 
output to show a violation of 
tbe antitrust laws/ he 
said. “It is in my view 


unlawful if tbe intent 
is to impede the ability of 
rivals to compete, and it is 
conduct by a monopolist 
that lacks an 
efficiency -enhancing 
justification/ 

Alan Greenspan, chairman 
of the Federal Reserve, this 
week attacked antitrust 
officials fur seeking such 
pre-emptive action, and 
questioned their ability to 
forecast how markets will 
evolve. 

Mr Greenspan said the 
pace of technological change 
- rather than government 
Intervention - was 
undermining the monopoly 
power of US companies. 


'Citizen Kane’ leads 
America’s greatest 


By Christopher Parties 
in Los Angeles 

A new chapter was added to 
the book of cinema trivia this 
week with the solemn, rf 
premature, naming of The 100 
Greatest American Rims of All 
Time. 

As Titanic prepared to 
surrender its place in today’s 
box office top 10 after six 
buoyant months, Citizen Kane 
arose from the archives after 
57 years as the film it will 
have to beat whenever the 
American Film Institute 
prepares Its next “best-over” 
list 

Launching a thousand 
bar-stool debates, an 
IB-month cycle of television 
reruns and the June 29 
cinema re-release of 


fourth-ranked Gone wtfft tire 
Wind, the 1941 Orson Welles 
metsterwark edged 
Casablanca into second place 
on Tuesday night. 

The Godfather of 1971 took 
third, and The Godfather II 
had the edge over High Noon 
a third of the way down the 
rankings. The 100 were 
chosen by 1 ,500 film industry 
luminaries from a shortlist of 
400, including all 70 winners 
of the annual best picture 
Oscar, which had been boiled 
down from a qualifying raster 
of about 40,000 feature films. 

Strict qualification criteria, 
that an entrants had to be 
US-made or financed, allowed 
the dollar-backed UK creation 
Bridge on the River Kwai to 
sneak in at number 13. 

Another hybrid, Lawrence of 


Arabia, ranked fifth; its 
stablemats. Dr Zhivago, 
finished 39th, in the middle of 
a duster of doomed love 
stories including Double 
indemnity and West Side 
Story. 

Because “all time" officially 
ended with 1996, Titanic and 
other more recent contenders 
were left out of the running; 
modem special effects won 
heavily as five Steven 
Spielberg films ended up in 
the top 100. 

Trumpeted in a three-hour 
CBS show timed more or less 
to coincide with the US fHm 
industry's approximately 100th 
anniversary, this week’s 
Super-Oscar winners will be 
aired, again, over the next 18 
months on Time Warner’s TNT 
cabie network. 


The official AH top 10 films 
of 80 tine 

1 Citizen Kane 1941 

2 Casablanca 1942 
3TteGafiathsr1S7l 

4 Gone frith the Wind 1S3S 

5 Lawrence of finite 1962 
BTfte Wizard at Qz 1939 - 

7 The Graduate 1967 

8 On Bie Waterfront 1954 

9 Sounder's ua 
lOSkqn' n the Rain 1951 


The people's choice 

The Top 10 ftneflan terns *cfaftttne“ . 
ssetecledbyriEriiQrateBieARiMtifite' 
1 Casattaoca 1342 
2&jneW&ti the Wind 1939 
3 Ofeen Kane 1941 
XTTb GodSateer 1972 
5 Star Wars 1977 
8 The Wizard at Qz 1939 

WOKferiUUfelWS. 
B5eMmfler*sUst1993 
spsjdniaeo 
lOBm-Hur 1926 - 
muMewi 




Dooley wason and Humphrey Bogart in Casablanca 


Argentina 
to cut 
spending 
plans 

By Ken Warn to Buenos Aires 

Argentina has ditched 
ambitious spending plans in 
an effort to shore up confi- 
dence in the economy in the 
face of continued interna- 
tional market turmoil. 

The government has 
shelved a SlObn plan to 
extend its motorway net- 
work and put on hold plans 
to fund a pay rise for teach- 
ers with a new S700m tax on 
car sales. 

The moves are seen as a 
victory for Roque Fernandez, 
economy minister, who has 
fought a rearguard action to 
keep the lid on government 
spending in tbe run-up to 
next year’s presidential elec- 
tions. 

The Idea is to strengthen 
the state's financial situa- 
tion,’' Mr Femdndez said. 
“We don’t want to tie up 
future government revenue.” 
The motorway plan and 
teachers' pay rise both had 
the explicit support of Presi- 
dent Carlos Menem, but 
were criticised by the Inter- 
national Monetary Fund, 
which urged that any extra 
sp ending be financ ed by cuts 
elsewhere. 

In April, the IMF urged , 
Argentina to take measures 
such as raising taxes and 1 
bank liquidity requirements 
to slow domestic demand 
and guard against a possible 
shift In international inves- 
tor sentiment. 

The Merval leading share 
index fell just under 5 per 
cent on Tuesday, making a 
loss of almost VLS per cent 
over five trading sessions. 


NEWS DIGEST 


US MILITARY 


Report urges pull-out 
from Japan and Korea 


A prominent taskforce of Amencans from the diplomatic, 
military, business and academic communities has recom- 
mended the US should consider withdrawing most of its 
troops from Japan and Korea. The report by 
bssad Economic Strategy Institute sad trie US should recog- 
nise the "steady increase in nationalistic political pressures 
within Japan for greater autonomy m defence and lomgn pol- 
icy", It said the US should declare its readiness to withdraw 
all combat forces from Japanese bases on two conditions; 
mat Japan agrees to pint use m peacetime of dw Vokc^uM 
and Sasebo naval bases for the US Seventh P* 0 ” 

vides US access to all its bases in the event of a unwary 
emergency if Japan supports US intervention. 

“Withdrawal of US conventional combai forces from Japan 
would not after the applicability of the US nuclear deterrent to 
Japan under the Security Treaty." ^report Mid 
The taskforce also said that open-ended presence or us 
troops in South Korea "adds to the North's sense of insecu- 
rity and the South’s desire to impose a settlement on its own 
terms." The US no longer needed a military awance in South 
in w» Soviet and Chinese military ani- 




BRAZ1L TELECOMS 


Telebras sale may be delayed 

Brazil's communications minister Luiz Carlos Mendoncade 
Barros said yesterday I he sale of Telebras. the federal com- 
munications company, scheduled for July 29. could be 
delayed by a few days due to legal challenges. Brazilian state 
seA-offs are usually plagued by anti-privatisation lawsuits filed 
by nationalist groups and labour unions. 

The minister has said the government is committed to its 
timetable for selling Tdebnis, even though pressure for a 
postponement has been mounting because ol the sale's com- 
plexity. requests by interested bidders, and jitters over Asian 
turmoil. Reuter, SSo Paulo 


CORRECTION 

US consumer prices 

Du© to an editing error in yesterday's Financial Times, we 
stated that US consumer prices rose 3 per cent m May 
instead of Q.3 per cent. We regret the error. 



Washington allows aid 
payments to decline 


By Robert Choto, 
Economics Editor 


US aid payments to 
developing countries fell to 
barely a tenth of the level 
recommended by tbe United 
Nations last year, according 
to figures due to be pub- 
lished by the Organisation 
for Economic Cooperation 
and Development today. 

Draft figures from the Par- 
is-based industrial country 
think-tank suggest that US 
overseas development assis- 
tance fell by around $3.2bn 
last year, to just over $6bn. 

This is equivalent to 
approximately 0.08 per cent 
of gross national product, far 
below the 0.7 per cent recom- 
mended by the UN. Tbe fig- 
ure has fallen from 0.12 per 
cent in 1996, which was 
already .by far the least gen- 
erous contribution of the 
leading industrial countries. 

The decline is explained in 
part by the fact that Israel - 
an important recipient of US 
aid - is no longer classified 
as a developing country. 

According to the World 
Bank, and adjusted far inter- 
national price differences. 
Israel was the world’s mh 


LEGAL 

NOTICES 


richest country in 1996 with 
a gross national product of 
$18,100 per head. 

The importance of Israel to 
the US aid budget was dem- 
onstrated in 1996. Legislative 
delays meant that aid as a 
share of GNP rose by a quar- 
ter between 1995 and 1990 
because two years' grants to 
the country were counted in 

Aid has fallen to 
0.08% of GNP, far 
below the 0.7% 
recommended 


a single year. 

For the industrial coun- 
tries as a whole, the OECD 
figures will show that devel- 
opment assistance has fallen 
to around $47bn from the 
$55.4bn recorded in 1996. 
Half this decline is explained 
by the strength of the dollar 
last year, which means that 
aid payments by other coun- 
tries were worth less in 
terms of the US currency. 

Excluding the impact of 
nations "graduating" from 


developing country status, 
there was an underlying fall 
in industrial country aid 
flows last year of 3 per cent. 

The draft figures imply 
that aid as a share of indus- 
trial country GNP luu. fallen 
to an average level of 022 
per cent, down from u.25 per 
cent in 1996 and the lowest 
figure since records began. 

In 1996 the share of GNP 
devoted to development 
assistance by the industrial 
countries was highest in 
Denmark at UM per cent of 
GNP. If the US had matched 
this figure, it alone would 
have contributed $61 bn. 

Tho other most generous 
ilouurs were Norway. Swe- 
den and the Netherlands, 
which each gave more than 
o,8 per cent of GNP. France 
and Luxembourg contrib- 
uted around 0.43 per cent, 
with every other country - 
bar the US - giving between 
0.2 and 0.35 per cent. 

However, because of the 
size of their economies. 
Japan and the US were tbe 
biggest aid donors in abso- 
lute terms in 1996. Germany 
and France were close 
behind, but well ahead of 
any other countries. 


Unde continued its previos steady 
growth during the 1997 business year 
Group sales rose by 8.5 percent, pretax 
profit by 12.1 percent and net profit for 
the reporting period by 13 percent. 
Capital expenditure remained at a high 
level, aggregating DM 1,113 million. 
Earnings per share according to DVFA/SG 
were 125 percent higher at DM 49.60. 

For Linde shareholders the year's perform- 
ance means an increase in dividend from 
DM 17.50 to DM 19.50. Over the past 
15 years, Linde shares averaged an annua! 
yield of 12.1 percent. 


Unde Group 
(DM million unless 
indicated otherwise) 

1997 

1996 

Sales 

9 546 

8801 

Orders received 

10288 

8936 

Orders in hand 

6 847 

6101 

Capital expenditure 

1113 

1 109 

Year-end start total 

32112 

30746 

Equity capital 

4616 

4 269 

Percentage of balance sheet total 

52 

51 

Profit on ordinary activities 

772 

689 

Net profit 

447 

396 

Cashflow 

1088 

1001 

Dividend paid (DM) 

19.5 

17.5 


Linde's achievements in the early part 
of the new year lend fresh flight to the 
imagination. Current figures for 1998 sur- 
pass the positive trend of the preceding 
years, giving rise to anticipation of signi- 
: ficant sales gains and impressive results. 


For ad information please contact 
Linde AG 

Corporate Communications 
Telephone ++■ 49-611-77 03 17 
Telefax ++ 49-611-77 06 90 
http://www.dnde.com 
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Information for holder 
of certificates 

In the General Meeting of shareholders hdd on 
June 9. l99 S, ic was derided to pay a gross dividend 
of Bfc Z40 per oertificire over the year 1997. 

The net dividend of Bfr. 180 per certificate will be 
payable « the offia of F. van Uiuchoc Bankers n.v.. 

Hooge Steenweg 19, s-Henogenhosch and at the 
office oFF. van Unschor Bankiers (Luxembourg) S a. 

106, route d’Arion, Mamer, as from 
June 10, 1998 against delivery of the dividend coupon 
nc ro of the certificates of privileged shares. 

Stichtinc Administration van BfcvooRRhcHrr. 
aanoelen van n v. Van demoos, RLE International ' 
Hooge Stwkwk jo. VHertocenbosch 

June ro. ray# 
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SUPPORT FOR YEN ALARM GROWS IN WASHINGTON AS ASIAN CAPITALS WARN OF THE RISKS FROM AN INCREASINGLY WEAK JAPANESE CURRENCY 


Big change of heart prompts US intervention 


By Peter Murtagoon In Tokyo 

The surprise intervention by 
the US and Japan to support 
the yen in foreign ey rhang g 
markets may come to be 
seen as a pivotal moment in 
the drawn-out history of the 
Asian financial Crisis. 

For it marks an open 
admission by the authorities 
in both countries of the risk 
to world economic stability 
from Japan's deepening 
recession and an abrupt shift 
in US policy which has hith- 
erto been set against inter- 
vention to tty and support 
the Sagging yen. 

As the Japanese currency 
fell sharply last week Robert 


Rubin. US Treasury secre- 
tary, said intervention would 
not solve Japan's fundamen- 
tal economic problems. Only 
action by the Japanese gov- 
ernment could do that 

The change of heart is a 
measure of the extent to 
which tbe US has become 
alarmed in recent days about 
the risk of a weak yen set- 
ting off a chain of further 
devaluations across Asia, 
most notably in China. 

Hitherto China's refusal to 
devalue has made it a bea- 
con of stability in tbe region 
and also helped preserve 
Hong Kong’s currency peg, 
which is seen as vital to sta- 
bility in Asia's second 


largest financial centre. 

The chorus of complaint 
has been loud from other 
parts of Asia. too. Supachal 
Panitchpakdi, Thailand's 
deputy prime minister, 
warned this week that the 
yen's weakness could trigger 
a second Asian crisis which 
would result in a world 
depression. “This shock may 
Spill over globally and men- 
acingly, more than anything 
the world has seen in tbe 
last 40 years," he said. 

Calls from China for 
action on the yen have been 
growing more strident by 
the day. Yesterday Sun 
Zhenyu. vice-minister for 
international trade, warned 


openly that China would 
have to devalue if a turn* 
bling yen hit Its exports. 
“Japan is our largest export 
market, our largest trading 
partner. That’s why the 
yen's large scale deprecia- 
tion has bad major negative 
effects be said. 

Add to that signs that ner- 
vousness about Asia was 
spilling over on to Wall 
Street as well as President 
Bill Clinton's desire not to 
visit China next week amid a 
serious economic and finan- 
cial crisis, and it is clear 
why the US felt impelled to 
act Less certain is whether 
the intervention will bring 
lasting calm to markets that 


were still displaying signs of 
nervousness yesterday. 

The statement from Ryu- 
taro Hashimoto, Japan's 
prime minister, that Japan 
would respond to the US ini- 
tiative by moving to expedite 
a solution to its chronic 
banking problems and accel- 
erate implementation of the 
Y1 6.650b n (Sllabn) fiscal 
package announced last 
month indicates that Japan 
is willing to pay a consider- 
able price for US support. 
Both the banking and fiscal 
measures should be wel- 
comed by the market which 
have been searching anx- 
iously for a sign that Tokyo 
was prepared to take the 


country's mounting prob- 
lems seriously. 

In particular, concern is 
focusing on the weakness of 
the banking system, where 
loans which turned sour 
after the l9$0s property bub- 
ble burst have still not being 
folly accounted for. 

The Bank of Japan gover- 
nor. Masaru Hayanri, yester- 
day urged banks to make 
further efforts towards full 
disclosure of bad loans “so 
as to wipe away tbe anxiety 
over the finamaal system.” 
and there have also being 
similar mils this week from 
officials of tbe governing 
Liberal Democratic party. 

But much stiff depends on 


the outcome of this week- 
end’s meeting of senior 
rials from tbe Group 
Seven countries in Tokyo 

One of the concerns of the 
outside world had be _ 
Japan's apparent denial 
its problems. "Clearly 
stress levels have been 
ing and the perception 
that the Japanese were 
apprised of the tremendous 
anxiety In the rest of t 1 — 
world," said Peter Tasker 
Kleinwort Benson Securities. 

If Japan had previously 
preferred to gloss over the 
extent of its problems, it will 
have less of an excuse to do 
so now that the rest of tbe 
world is so deeply engaged 
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Currency market support seen as short-term jolt 


US analysts say the 
intervention will do 
little to affect 
fundamental forces 

By RIcbanJ Waters In New York 

Intervention on behalf of the 
yen may have delivered a 
short-term jolt to tbe cur- 
rency markets, but it will do 
little on its own to alter the 
fundamental forces that 
have been driving western 
bond markets higher, 
according to US analysts and 
economists yesterday. 

In spite of this, tbe action 
by the US and Japanese 
authorities was broadly wel- 
comed in fina nrtai markets 
for providing at least a 
short-term respite after the 
potentially destabilising 


Currency poBtics 

Yen against Hifi doter 
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flight from Asian capital 
markets in recent 
weeks. 

“Intervention is a tempo- 
rary alleviation of a problem 
that has to be solved funda- 
mentally," said Larry Wach- 


tel, market strategist at Pru- 
dential Securities. 

That view was echoed by 
other economists, who added 
that the underlying prob- 
lems of the Japanese econ- 
omy remained unchanged. 


“The outlook far the yen is 
still lousy," said Martin 
Barnes, an economist at 
Bank Credit Analyst 

Yesterday's intervention 
had been timed well to 
deliver a sharp reversal to 
currency speculators, mar- 
ket analysts said. 

The large gap between US 
and Japanese bond yields 
has stimulated a steady Dow 
of capital from Japan to the 
US for some time, and this 
had been exacerbated by the 
flight to quality that devel- 
oped in recent weeks as 
Asian markets took another 
turn for the worse. 

This was likely to provide 
only a temporary respite to 
buy time for Japan to find 
longer-term solutions to its 
vicious economic contrac- 
tion, said Mr Barnes. 

Previous bouts of official 


intervention in the currency 
markets suggest that the 
threat of further action may 
help to douse the specula- 
tion for some weeks. 

The last time the US 
authorities intervened in the 
markets, when it sold the 


The dollar's 
reversal produced 
only a modest fall 
in bond prices 


yen and the DMark to buy 
dollars in 1996. the interven- 
tion came in three stages 
over a period of six 
weeks. 

Other interventions have 
also come in stages, a his- 


tory that is likely to dampen 
tbe enthusiasm for hedge 
funds and others to take 

a position against the 

yen. 

The dollar's reversal pro- 
duced only a modest Call in 
US Treasury bond prices 
after the surge of buying in 
recent days, a fall that 
reflected the strong underly- 
ing fundamentals for the 
bond mar ket, traders said. 
The yield on the 30-year 
Treasury baud rose to 5.7X8 
per cent during the morning, 
hut remains close to its 
record low. 

“This is still a good time to 
buy bonds - it doesn't mat- 
ter whether the dollar is at 
142 yen or 137 yen," said Mr 
Barnes. The overcapacity 
and economic decline In 
Asia would still exert a 
strong disinflationary on 


the world economy, he 

added. 

Tbe official move In the 
currency markets also con- 
tributed to a bounce in west 
era stock markets yesterday, 
as Investors Interpreted the 
move as a sign that tbe Japa- 
nese authorities would now 
be forced to pay closer atten- 
tion to US demands for the 
sort of policy changes that 
would kick-start its sliding 
economy. 

The threat of a spreading 
debt deflation in Asia has 
hung over US stock markets 
in recent weeks, contribut- 
ing to fears that the boom in 
US corporate profits would 
soon come to an end. Any 
signs that the policy Impasse 
would be overcome could be 
broadly positive for corpo- 
rate ear ri n g s, according to 
this view. 


MARKET ACCESS SUCCESS FOR TITANIC TEMPTS STUDIOS JO SEEK FUTURE PROFITS 

Clinton will lobby China to let 
Hollywood show its wares 


Washington and Beijing 
to point missiles away 


By James Harding 


By Alice RawsJtorn in London 
and James Harding m Shanghai 

President Clinton plans to 
lobby Beijing during hia 
fortteoming visit to China to 
allow Hollywood movie stu- 
dios greater access to the 
Chinese market 

For decades after the 1949 
Communist Revolution. Chi- 
na's leadership was openly 
hostile to Hollywood, view- 
ing it as emblematic of west- 
ern decadence. The govern- 
ment Propaganda Depart- 
ment authorised the first US 
film for release In 1995, and 
has since permitted a dozen 
to be shown each year. 

Jack Valenti, president of 
the Motion Picture Associa- 
tion, the body which repre- 
sents the Hollywood studios, 
said the US would present 
proposals for China to 
increase progressively the 


number of pictures allowed 
into the country. 

“We're trying to open up 
the Chinese market on a 
gradual basis, by suggesting 
that they take, say, seven 
more US movies next year, 
and another 10 the year 
after," he said. In return, the 
MPA may offer to promote 
Chinese films in the US. 

Mr Valenti discussed the 
China issue with President 
Bill Clinton at a meeting in 
Washington a fortnight ago. 
He talked it over last week 
with Madeleine Albright, the 
US secretary of state. 

The Chinese authorities 
appeared to soften their atti- 
tude to Hollywood movies 
earlier this year, when 
Titanic was distributed to 
cinemas all over the country 
with a personal endorsement 
from President Jiang Zemin, 
who urged his Politburo col- 


leagues to see it 

The popularity of what 
was seen to be a politically 
innocuous Hollywood movie 
may have eased senior offi- 
cials' entrenched resistance! 
Chinese censors had previ- 
ously warned that US pic- 
tures would spread “spiri- 
tual pollution” in society, 
and local film-makers voiced 
concern about a flood of for- 
eign competition. 

Titanic also demonstrated 
the growing commercial 
potential of the Chinese cin- 
ema market by grossing a 
record $35m. 

Tickets cost up to RMB80 
<$I0) in Shanghai during its 
first few weeks on release, at 
least triple the normal price. 
Befhre Titanic, the highest 
grossing US film in China 
was True Lies starring 
Arnold Schwarzenegger. 

China Entertainment Net- 


work. a Shanghai-based con- 
sultancy, estimates that 
S200m-worth of cinema tick- 
ets were sold in China last 
year. In spite of the low 
short-term returns, Holly- 
wood sees. China as a poten- 
tially promising market for 
future box office revenue 
and film-related merchan- 
dise. 

Mr Valenti is adamant 
that the MPA would con- 
tinue to resist pressure from 
the Chinese to control the 
content of US movies. China 
has recently complained 
about Martin Scorsese's Sun- 
dun and Seven Years bi Tibet 
starring Brad Pitt. 

“Tve tried to explain to the 
Chinese that Hollywood 
makes movies where the 
president of the United 
States is the villain,” said Mr 
Valenti “And no-one tries to 
stop them." 


China and tbe US are in the 
final stages of talks on an 
agreement not to aim 
nuclear warheads at each 
other's countries. 

The deal on “detargeting”, 
which officials hope will be 
concluded in time far Presi- 
dent Bill Clinton's visit to 
China next week, is intended 
to underline a new era of 
peaceful co-operation in 
Sino-US relations. 

A foreign policy adviser to 
Chinese president Jiang 
Zemin said: “There may be 
an agreement on detargeting 
because that would be very 
symbolic. . . There is a work- 
ing group considering the 
implications.” 

The move to redirect 
nuclear weapons away from 
targets in the US and China 
would primarily be a gesture 
of goodwill, as officials in 
China said the warheads 


could be “retargeted’' within 
a matter of minutes. 

The signal that rihina is 
considering a bilateral detar- 
geting deal marks a small 
but Important shift In the 
Chinese leadership's attitude 
- Beijing has previously 
indicated China would only 
detarget on condition the US 
make a nuclear “no first 
use” pledge, which Washing- 
ton considers a pillar of its 
deterrence strategy. 

Mike McCrary, the White 
House spokesman, con- 
firmed earlier this week that 
Washington was hoping to 
secure a deal to prevent 
China and the US from tar- 
geting each other with 
nuclear weapons as part of 
bilateral “confidence build- 
ing** measures. 

A detargeting deal “is 
something that lends some 
measure of stability to the 
concept of deterrence and in 
that respect enhances the 


security of both sides. That 
is why we negotiated just 
such an agreement with Rus- 
sia.” Mr McCrary said. 

China and tbe US do not 
give details of the targeting 
structures of their strategic 
weapons. But according to a 
report in the Washington 
Times last month, the US 
Central Intelligence Agency 
has concluded that 13 of Chi- 
na's 18 nuclear interconti- 
nental ballistic missiles have 
been targeted on US cities. 
These calculations are based 
on the angles of shadows 
picked up by US spy satel- 
lites. officials have said. 

• China said yesterday it 
was implementing immedi- 
ately regulations controlling 
export of nuclear equipment 
and technology with dual 
civilian and military uses. 
The news comes after 
increased US pressure on 
China following nuclear 
tests by India and Pakistan. 
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Unofficial contacts still crucial in oiling 
China’s relationship with US 


C/inton visit to Beijing is part of a scheme 
to ‘regularise’ links, James King reports 


* 


Clinton in 
China 


Subtle hints and veiled 
overtures have always been 
a part of the modem rela- 
tionship between tbe US and 
China. Chairman Mao 
Zedong's first signal that be 
wanted to explore ties with 
the US was to have Edgar 
Snow, a US journalist, stand 
nest to him at an important 
function- But the message 
was so subliminal that the 
US, at first, faffed to spot it. 

But things have developed 
considerably since that sign 
and the “ping-pong diplo- 
macy” that presaged Richard 
Nixon's historic summit in 
1972. Informal contacts have 
proliferated and, especially 
in sensitive areas such as 
the military relationship and 
the question of Taiwan, 
there is evidence that they 
have become crucial to 
building trust 

Tbe summit between Pres- 
ident Bill Clinton and Presi- 
dent Jiang Zemin this month 
is being portrayed as a 
"regulamation" of ties, as 
both sides seek to remove the 
stigma of 1989's Tiananmen 
Square massacre. “There 
was a massive rupture in 
our relations in 1989, so in a 
sense 1 view what is happen- 
ing now as a kind of nor- 
malisation,” said Kenneth 
Lieberthal, University of 
Michigan politics professor. 

But the expanding official 
ties expected to follow the 
summit will not render 
informal contacts redundant 


There remain many delicate 
areas of the US-China rela- 
tionship for which the cam- 
ouflage afforded by scholarly 
exchanges, friendship associ- 
ations and other unofficial 
umbrellas is usefUL 

The point is Illustrated by 
Intriguing visits to China 
and Taiwan earlier this year 
by Joseph Nye, a former US 
assistant secretary of 
defence for International 
security affairs. He is now 
dean of the John F. Kennedy 
School of Government at 
Harvard University. 

From China’s perspective, 
the issue of Taiwan, which 
Mr Nye addressed in meet- 
ings in Beijing and then 
Taipei, is of paramoant 
importance to the US-China 
relationship. Mr Nye offered 
a new formulation, senior 
Chinese officials said, which 
aimed to reduce tension by 
informing Taiwan that the 
US would oppose any move 
for Taiwan independence but 
would also help Taipei 
expand its ties in interna- 
tional organisations which 
do not require statehood. 

This aspect of Mr Nye's 
new formula sought to 
address China's main con- 
cern - possible Taiwan inde- 
pendence - and one of 
Taiwan's greatest frustra- 
tions; its dwindling interna- 
tional recognition. 

Two senior Chinese offi- 
cials said they believed Mr 
Nye's overture may be 
future US policy in an ini- 
tial. exploratory form. Mr 
Nye, who came to China in 
an unofficial capacity, could 
not be reached for comment 
But there is no question that 
his trip, which was followed 


by a similar mission from 
William Perry, a former 
defence secretary, has 
aroused new hope In Beijing 
for the US-China relation- 
ship. 

Chinese officials said that 
the first place they heard Mr 
Nye’s new formula was at a 
conference at Harvard 
organised by the Kennedy 
School's "China Initiative", a 
programme which aims to 
build bilateral understand- 
ing through high-level 
exchanges. The Initiative 
was launched in 1996 and is 
funded through a $7m dona- 
tion from Nina Rung, a 
Hong Kong businesswoman. 

One of many US and Chi- 


‘tf we lobby, then 
suddenly people 
start talking about 
a communist threat 1 


nese organisations further- 
ing informal ties, the China 
Initiative also conducts 
exchanges with senior offi- 
cers of the People's Libera- 
tion Army and Chinese civil 
servants. The topics dis- 
cussed during meetings 
between US military experts 
and Chinese counterparts 
included “the future of 
nuclear weapons doctrine 
and force structure” and 
“theatre and national ballis- 
tic missile defences". 

The aim is to increase 
trust between the two mili- 
taries by increasing trans- 
parency. Tbe extent to 
which policy issues, such as 
the mutual de-targeting of 
US and Chinese missiles, fig- 
ure in these informal con- 


tacts between military elites 
is not clear. But the topics 
already discussed are noth- 
ing if not substantive. 

Other unofficial contacts 
serve a somewhat different 
purpose. Chinese officials 
said a “perception gap" on 
Capitol Hill about the nature 
of the ruling Communist 
party hobbles Beijing's diplo- 
matic initiatives in Washing- 
ton. “If the Taiwanese lobby 
on Capitol Hill that seems to 
be fine. But if we lobby, then 
suddenly people start talking 
about a communist threat," 
said a senior Chinese official. 

In order to remake China's 
image, more t han ioo US 
congressmen were received 
in Beijing last year, mainly 
by the Chinese People’s 
Institute of Foreign Affairs, 
an unofficial organisation 
which nevertheless has close 
links with the foreign minis- 
try. They are taken through 
a programme which accentu- 
ates China’s modernity, free 
market reform and almost 
total lack of communist 
dogma. 

Tbe Communist party 
itself has signalled a wish to 
pursue a more informal 
brand of diplomacy than 
that practised by the state 
Dal Blngguo. bead of the 
party's international depart- 
ment indicated in a recent 
interview that the party was 
ready to establish ties with 
the Republicans and Demo- 
crats in Washington. 

He said that the party 
would not export its ideology 
but could “study, learn 
borrow from foreign political 
parties anything favourable 
to us". The advantage for 
foreign counterparts would 
be access on. a relatively 
informal basis to China’s 
highest authority. 


Seoul to 
draw up 
company 
‘death 
list’ 

By John Burton in Seoul 

South Korea today i* 
expect I'd to unveil a "death 
list" of up t« SB troubled 
companies that will he tar 
ergtpd for liquidation as the 
government of Kim Dac-jung 
tries to breathe new life mm 
its struggling cconum 14- 
reform programme. 8- 

The action is meant lo 
speed corporate restructur- 
ing ami prevent ailing hanks 
from throwing good mun»-\ 
offer bad m propping up fail- 
ing industries. 

News of the impending 
announcement helped the 
Seoul bourse yesterday to 
stage its biggest ever ifctilv 
rally of S.5 per cent to :«W.si 
points. This was based on 
the belief that foreign inves- 
tors. reassured about the 
pace of economic reforms, 
would not continue tn pull 
funds out of financial mar- 
kets an4 cause the Korean 
currency, the iron, id fn II. 

Under , earlier government 
pressure i the hanks fold pro- 
vided WoiJ.lXKIbn iS2.2hnl in 
emerge ray loans since Octo- 
ber to li| conglomerates, oi». * 
chaebol. »si the brink of id* 4 
lapse tn avoid a surge in 
unemployment. 

The baijv-s also wanted to 
prevent iig bankruptcies 
that wouit have lead to 
more bad loans, which 
threatened to wipe out their 
equity and 1 cause their clo- 
sure. TheWoveriuneul is 
expected to rule on the fate 
of 12 trouble! It inks hy July. 

MountingjcrUicism from 
foreign invifctors that eco- 
nomic refunds have hernme 
bogged downforeed the gov- 
ernment’s tew financial 
supervisory) board last 
month to ardt the banks (n 
draw up a lislof companies 
that are untidy to survive 


The big cljaebol 
have beenplamed 
for excesswe 
borrowing b 
support reckless 
expansion \ 




even if present higi interest 
rates fall back to n^mal lev- 
els. 

The banks in it ink- were 
reluctant to includikubsiri- 
iaries of Korea's fiv&iggest 
chaebol which are trjir big- 
gest borrowers and kmsi k 
ered the most creditbrth® 
and instead focus 1 
smaller industrial gro| 

That brought a 
rebuke from Mr Kirnk 
told tbe banks to ri 
debt-heavy units of tra 
five conglomerates, vj 
include tbe Hyundai. , 
sung, LG. Daewoo anc 
groups. 

Local reports y ester 
suggested that 20 of the 
mated 50 compai 
included on the “hit list” 
top five chaebol subs id u 
Banks would cut lending* 
companies on the list. | 

If so, this would repress 
the first significant effort 1 
the Korean government iw if 
curbing the economic powot 
of the big chaebol whict 
have been blamed for th| 
nation's financial crisis 
because of excessive borrow' 
ing to support reckless! 
industrial expansion. 

Mr Kim has also accused' 
the chaebol of blocking eco- . 
nomic reforms by refusing to 
implement drastic restruct- 
uring that would reduce \ 
their debt burdens, which 
amounted to more than five 
times equity last year. 

Officialsi yesterday indi- 
cated that another round of 
corporate pinning may soon 
occur by having the fair 
trade conra ission. the chae- 
bol watchcog agency, coo- " . 
ducted a taw review that ^ 
would use i broader set o£. j) 
criteria and a tougher look 
at corporate financial 

tlx r 


records. 

The gove 
pushing for 
among the 
promote ind 
isation. This 
reports that 
sung and 
ing an excha 
a deal brok 
eminent 
Hyundai w 
trol of its 


nment is also 
swap of assets 

^ chaebol to 
al rational 
followed recent 
(yundai. Sam- 

were discuss- 
of assets in 
by the gov- 


Id cede con- 
rltrochemicals 
unit to LG. a leader in the 
industry, anJ LG would 
hand over its dmiconductor 
company to Slmsung. the 
world's biggestlproducer of 
memory chips! in return. 
Hyundai. Korn’s biggest,^ 
carmaker, wouli take over^ Ji 
Samsung's new Wr subsid- 
iary. 
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MONETARY POLICY ANALYSTS SAY INTEREST RATE INCREASE VINDICATED AS FIGURES SHOW INCREASE IN EARNINGS 


Economy set for period of ‘stagflation’ 


By Rfcbard Mams 
and Shefta Jones 

The UK economy looks on 
coarse for a bout of “stagfla- 
tion" after figures published 
yesterday showed accelerat- 
ing earnings and the first 
increase in unemployment 
for two years. 

Average earnings in the 

February-Aprii period were 
5.2 per cent up on a year 
before, compared with 

annual growth of 4,9 per 
cent a month earlier. Ana- 
lysts said this vindicated the 
decision to raise interest 
rates earlier this month by 
the Bank of England, the UK 
central bank. 

The number of people out 
of work and claiming bene- 
fits increased by a seasonal- 
ly-adjusted 1,700 in May - 
the first rise in the jobless 
total since March 1996. 

Bat the Office for National 
Statistics said that the 
underlying trend, based on 


Pound’s recent revival intensifies worries of exporters 


The pound's revival over foe 
last two weeks has intensified 
worries of a recession in the 
UK's export sector and added 
to the headaches of -monetary 
policy makers, Daniel Dombey 
writes. Yesterday sterling 
ended London trading ai 
DM2.9702 to the D-Mark, 10 
pfennigs higher than it stood on 
May 21. "Pundts who were 
thinking the pound would head 
down from DM2.87 to DM2.60 
will have to think again." sad 


Paul Chertkow, at Barit of 
Tokyo-MhsublshL "The pound's 
been at DM3.10 before and at 
currant levels there's stttl space 
for it to go further up." Retail 
prices and average earnings 
data Iris week worsened 
inflation expectations, 
persuading the markets of the 
likelihood of another rise in 
interest rates. The last rale rise; 
on June 4, to 7.5 per cant, had 
accentuated the attracti v enes s 
of the pound at a time when the 


D-Mark was recked by 
emerging markets’ travails. 
Comparable rates in France and 
Germany are 3.3 per cent 
“If you're a fund manager, 
you're being paid to hold 
sterling, because of the 
iflffeiance in Interest rates,” said 
Nefl MacKinnon, an 
independent hedge-fund 
adviser. ‘As long as interest 
rates hold up where they are, 
international investors will come 
into sterling.” 


Setting 
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an internationally compara- 
ble measure, remained 
downward. 

“The labour market data 
show a nasty mix of slowing 
growth and stubbornly buoy- 
ant pay,” said Michael Saun- 
ders, UK economist at Salo- 
mon Smith Barney, the 
Investment bank. 

“Although the economy Is 


clearly slowing, unless 
upcoming activity data are 
very weak, it loots as if 
rates will rise 0.25 percent- 
age points in July In order to 
to ensure a longer and 
deeper slowdown,'* Mr Saun- 
ders said. 

Short-term future con- 
tracts were again heavily 
sold off in London, and now 


imply a further interest rate 
rise by the Bank's monetary 
policy committee before the 
end of the year. 

The committee raised base 
rates to 7.5 per cent this 
month after average earn- 
ings figures showed an 
annual increase of 4.9 per 
cent Northern Rock bank 
yesterday raised its standard 


ug» test 
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mortgage rate by 0.45 per- 
centage points to 8.95 per 
cent reflecting the change 
in base rates. 

Private sector pay contin- 
ued to concern policy- 
makers. It increased at 6.1 
per cent over the past year, 
although the ONS said big 
bonus payments in February 
and March continue to dis- 


tent the imderiying increase. 
The OSS estimates that 
excluding bonuses, private 
sector earnings increased 

from 49 to 5 per cart. 

The Treasury said private 
sector earnings “gives seri- 
ous cause for concern’'. This 
was echoed by David BJun 

kett, the chief employment 
raid education minister, who 
told the British Chambers of 
Commerce conference in Bir- 
mingham, England’s second 
biggest city, that rising 
wages threatened to 
“destroy the enormous prize 
of economic growth and sta- 
bility". 

But John Entwistle. the 
SCC president, said compa- 
nies were “tired of being 
nannied” on wages. “The 
aim of business is to witnim. 
ise but many increases 
are a necessary response to 
skills shortages in key areas 
of demand," he said. 
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CULTURE CONTROVERSIAL SCULPTOR GETS SEAT 

Businessman chooses 
artists to save arts body 


By Antoay Thomcroft 

Gerry Robinson, chairman of 
the Arts Council of England 
and the Granada media and 
leisure group, yesterday 
appointed five artists to the 
council to lick it into shape 
rather than the .expected 
businessmen. 

One of the country’s most 
controversial sculptors - 
Antony Gormley, best 
known for Angel of the 
North, the gigantic figure 
beside a main road in 
north-east England - is one 
of the team. 

The unwieldy 23-strong 
body resigned en masse this 
year - following a sugges- 
tion from Mr Robinson - and 
he has designed an 11 -strong 
structure that will decide 
how to spend a £400m 
0656m) annual budget. 

1 think it is a lively list of 
artists, able to take a wide 
view of the whole of the arts 
world. Many of them are 
young which fits in well 


with the fresh, contempo- 
rary. approach we will be 
taking," Mr Robinson said 
yesterday. 

There are no businessmen, 
apart from Mr Robinson, on 
the new council but plenty 
of working artists, most of 
them under 40. “The new 
members come from specific 
arts backgrounds but they 
will not just fight their own 
comers," he said. 

They tend to be individual 
artists rather than adminis- 
trators of arts organisations. 
The most unexpected names 
are Mr Gormley; Anish 
Kapoor, another sculptor, 
who won the Turner prize in 
1991; and Deborah Bull, a 
principal dancer at the Royal 
Ballet who has made a name 
for herself as a pungent com- 
mentator on the arts. 

The other new members 
are Hilary Strong, who has 
run the Edinburgh Fringe 
Festival since 1994; Joanna 
MacGregor, a concert pia- 
nist; and Derrick Anderson, 


a local government chief 
executive who previously 
worked in the arts. 

Four members of the old 
council have rejoined to give 
some experience. They are 
Professor Christopher Frayi- 
iug, recto: of the Royal Col- 
lege of Arts: David Brieriey, 
formerly general manager of ' 
the Royal Shakespeare Com- 
pany, Andrew Motion, the 
poet and Prudence Skene, 
an arts administrator. 

Despite reports that lead- 
ing figures - from Sir Peter 
Hall to Sir Alan Ayckbourn 
- had turned down invita- 
tions to s e r v e on the council. 
Mr Robinson said he had 
“not had a refusal”.- 

The council's first official 
meeting will be in July, 
when there is a backlog of 
lottery applications to con- 
sider. It is likely that many 
will be rejected. Mr Robin- 
son has made it clear that be 
thinks that too much 
National Lottery money has 
already been committed. 



Employers 
urged to 
boot out 
hooligans 

By George Parker 
and Robert Taylor 


Gerry Robinson described the fine-up as a “Rveiy list” Tony Andrews 


Union claims over rail safety denied 


By Andrew Botger, 

Employment Correspondent 

Rail track, which owns the 
UK rail infrastructure, yes- 
terday denied claims by the 
RMT rail union that mainte- 
nance companies had baited 
vital safety checks ahead of 
a four-day strike by 9.000 
workers, which starts at 
midnight tonigti. . 

The action is expected to 
have limited impact on trav- 
ellers this weekend but the 
strike is the first in a cam- 
paign over pay and condi- 


tions that could have an 
increasing Impact 

The maintenance workers 
will strike again tor seven 
days from June 29. and fur- 
ther strikes have been 
threatened. 

The union said members 
in most of the companies 
involved had reported that 
tbeir employers had decided 
not to carry out basic track 
safety inspections, including 
ultrasonic testing of rails 
and inspection tunnels, in 
the 48 hours leading up to 
the strikes. 


Jimmy Knapp, RMT’s gen- 
eral secretary, said: “The 
companies are being reckless 
with passengers and train 
safety and they seem to 
believe if they do not look 
for defects they do not 
exist” 

But Rail track insisted all 
necessary tests would be 
completed within agreed 
time limits. “Current rail 
testing is compliant with 
standards and frequency, 
whether or not this strike 
takes place." it said. 

The government-funded 


Health and Safety Executive 
said Railttack had given 
assurances that it would 
ensure work was done that 
was immediately vital to 
the safe operation of the rail- 
way. 

• Train services on the 
main east coast rail line 
were returning to normal 
last night after engineers 
completed checks on Great 
North Eastern Railways' 31- 
strong fleet of high-speed 
electric trains following a 
derailment caused by a bro- 
ken wheel 


Thousands of travellers 
between London, and Edin- 
burgh faced long delays after 
GNER withdrew its fleet of 
Intercity 225 trains for 
safety checks. 

The derailment occurred 
two weeks after a cracked 
wheel caused the crash of a 
German high-speed train 
□ear Hanover with the loss 
of 100 lives. The German 
authorities have since 
ordered the replacement of 
the wheels on all first gener- 
ation intercity express 
trains. 


Power regulator in monopoly warning 


By Andrew Taylor, 

Utffitfes Corres ponde nt 

Power generators could be 
referred for a monopolies 
commission investigation if 
government moves to stem 
development of gas-fired 
power stations restricted 
competition. -he electricity 
regulator warned yesterday. 

Stephen Uttlecbild - 
director-general or Offer, the 
industry regulator - has 
cautioned ministers not to 
restrict construction of gas- 


fired plant in order to pre- 
serve a market for British 
coal He said yesterday. “I 
am concerned that measures 
to help the coal Industry 
should not be at the expense 
of customers and competi- 
tion in the electricity Indus- 
try. A policy of preventing 
new- entry by gas-fired gener- 
ators would be damaging for 
competition, prices and 
investment." 

The regulator is under- 
stood to have advised minis- 
ters that any restrictions on 


gas plants should be accom- 
panied by moves to persuade 
big generators to sen more 
of their existing coal-fired 
capacity. 

National Power and 
PowerGen, the two biggest 
fossil fuel generators, in 1996 
leased five coal plants with 
about tlOQOMW of capacity to 
Eastern Group after the reg- 
ulator threatened a monopo- 
lies probe. The five stations 
represented just under 10 per 
cent of total market capac- 
ity. 


Prof Uttlecbild said yes- 
terday that he would be pre- 
pared to take on the big gen- 
erators again if he felt they 
were abusing their market 
power. 

The regulator is currently 
investigating why a key 
component of the price paid 
to generators by the national 
electricity pool rose sharply 
last year when fuel costs had 
declined. 

Customer groups have 
complained that National 
Power. PowerGen and East- 


ern set prices in the pool 86 
per cent of the time in 1997. 

Prof Uttlecbild said -any 
derision on whether to seek 
further djvestmsat from gen- 
erators would depend on the 
outcome of his investigation 
and any measures that 
might be taken to assist Brit- 
ish coal sales. • 

The regulator has pro- 
posed an overhaul of whole- 
sale trading arrangements in 
the pool which acts as a 
clearing house between gen- 
erators and customers. 


Tony Blair, the prime 
minister, yesterday urged 
employers to take “strong 
action” against staff 
involved in violence at the 
soccer World Cap in Fiance. 

He hopes the prospect of 
disciplinary action at work, 
or. even the sack, will per- 
suade some tons to curb 
their violent tendencies dur- 
ing the competition. 

But employment lawyers 
said last night any move to 
discipline an employee for 
hooliganism would be 
“highly questionable".' It 
might be possible for an 
employer to demonstrate 
that the behaviour brought 
the company into disrepute 
or affected its business 
operations. But a dismissed 
employee could bring an 
an fair dismissal case to an 
industrial tribunal and seek 
compensation for loss of 
employment. 

After three days of vio- 
lence in Marseilles, England 
supporters yesterday began 
arriving in Toulouse ahead 
of the team's rnatr-h on Mon- 
day with Romania. 

The authorities in the 
“rose city" have already 
taken precautions to avoid 
farther clashes, including 
cancelling plans to show the 
game on a giant video screen 
and early closing times in 
bars. 

A music festival has also 
been postponed. 

Mr Blair’s office was 
struck by the fact that many 
of those arrested in Marseil- 
les appeared to come from 
middle class backgrounds 
and had good jobs. 

It also said it would con- 
sider amendments to the 
crime bill proposed by the 
opposition Conservatives, 
designed to restrict the 
movement of suspected hoo- 
ligans abroad. The proposals 
were Immediately 
denounoed as “un-Canserva- 
tive” by Alan Clark, the con- 
troversial Conservative MP, 
who said England supporters 
were simply defending them- 
selves. He argued that the 
fact that English supporters 
wrapped In the national flag 
were singled out for attacks 
was “a kind of compliment 
to the English martial 
spirit". 


See World Civ page 


NEWS DIGEST 

BRITISH CHAMBHiS OF COftfflAS^E 

Leadership defies anti-Emu 
dissenters on membership 

The leadership of the British Chambers of Commerce 

meEuropean single currency in the face of vocal 
opposition from some rank-and-file membere. 

mines soon as the economic conditions m: ng«- An oar- 
Uerctebate at the BCG's 

the second biggest city m England, had indicated that 78 per 
most of whom 

- aareed the UK should jam European 
only 39 per cent felt prepared for 

Peters, 8CC deputy dreefor-ganarri, daotosad the 

leadership was keen to prevent anb-Bnu 

the business community - st*h as the recently! tejnehed ^ 

Business for Sterling - from “bulkfi ng upa head of 

the debate. But John Hudson, vice-president of the tradhon- 

X independent Birmingham Chamber (tommetce. warned 

rtconcems among regional chan*«s^«i»^ournw^ 

bare hare serkxa reservafrore fhe smgto 

currency." he said. Uam HaUigan, Birmingham 


EU LEGISLATION 

MPs call for greater scrutiny 

An office should be established in Brussels to hrip remedy 
the UK pariiamenfs Inadequate scrutiny of draft EU legiste- 
tfon. MPs said yesterday. They also recommended that the 
number of House of Commons standing committees charged 
with dealing with proposed EU laws should be expanded from 

two to fwe. A report by the Commons modemisabofl oomrret- 

tee highlighted a catalogue of blunders by government 
departments that hindered scrutiny of EU documents. II : said 
the Commons European legislation select committee, which 
examines huge swathes of EU documents ranging from pro- 
posed laws to submissions to the European central bank, 
should be renamed the Commons European scrutiny select 
committee for the purposes of clarity. 

It j ykfr rf there was “great potential value" in establishing a 
“forward observation post* in Brussels to act as the "eyes 
and ears" of the select committee. The Danish and Finnish 
parfiartents already have offices in Brussels. With limited 
exceptions, the government does not reach agreement In the 
EU Council of Ministers on legislation unless it has first been 
y ih jartari tn scrutiny in London. Andrew Palter, London 


TAX BREAKS 



Action urged on vending coffee 

Top companies are being asked by the government to ban 
their workers' coffee breaks into part of the international aid 
effort. Clare Short, chief international development minister, 
has written to 500 companies asking them to change the cof- 
fee they serve In vending machines to help smalt farmers. Ms 
Short wants staff to have the chance to buy “fair trade" cof- 
fee, which is certified to have come from producers offering 
far wages, good safety standards and decent working condi- 
tions. She has suggested in a latter that at least half of com- 
panies' venefing machines sell fair trade coffee. 

"This initiative wfll make a real difference to the fives of 
impoverished coffee growers." she said. "I am sure your 
workforce would like the chance to help in such a simpta but 
productive way.“A sample of fair trade coffee accompanied 
each tetter. George Parker, London 





New Name finds himself in an exclusive club at Lloyd’s 


Ahead of tomorrow’s annual meeting, 
Christopher Adams talks to a consultant 
who has joined an increasingly rare breed 


PhBip Briertey. 'There are 


In bang a Name 1 


P hilip Brieriey finds 
nothing remarkable in 
what he has just done. 
The RAF officer’s son lives 
quietly m eastern England 
with his wife and four chil- 
dren. He Is an information 
technology consultant 
Bat this year he became a 
member of an exclusive club, 
signing up as one of only 
seven new Names at the 
Lloyd’s insurance market 
He has no aristocratic roots, 
no country estate, no art col- 
lection, not even a few acres 

of farmland. 

Access to an Inherited for- 
tune. he says, is not a pre- 
requisite for joining Lloyd’s. 
“People in London have got 
houses worth more than a 
quarter of a million 
[pounds]. That's not actually 
a big sum," he adds. 


More surprising, perhaps, 
he has eschewed the advice 
of Sir David Rowland, 
Lloyd’s previous chairman, 
who wu. ned of the pitfalls of 
trading with unlimited liabil- 
ity to a valedictory speech at 
Lloyd’s annual meeting last 
year. 

Mr Brieriey says there are 
significant advantages in 
participating this way, 
despite the risk of losing 
everything. 

His views would appear to 
run counter to the direction 
Lloyd’s itself is taking: 

Corporate capital is fast 
replacing Names - whose 
personal assets have tradi- 
tionally supported the insur- 
ance market - and this 
year's annual meeting on 
Friday may well see a heated 
row. the outcome of which 


may spell the end for Names. 

Lloyd's has provided a rea- 
sonable average rate of 
return despite horrendous 
losses between 1988 and 1992, 
says Mr Brieriey, who Is not 
deterred by the severe down- 
turn to most of the insur- 
ance market The risk of a 
heavy personal loss Is low, 
he says. 

The advantage of being a 
Name is that personal assets 
can be made to work twice. 
Names do not invest in 
Lloyd’s. They pledge capital 
on which they earn a return 
based on the underwriting 
performance of the syndi- 
cates they back. 

Capital is not drawn down 
unless a portfolio of syndi- 
cates records an overall loss. 

“Lloyd's has learned some 
lessons. They’re managing 
their business better and 
packed away a lot of the hid- 
den risk which people wer- 
en’t aware of,” Mr Brieriey 
explains. “There's a lot more 


quality information to help 
yon choose your portfolio as 
welL 

“You have to pay for 
access to syndicates now. 
The syndicates which are 
poor performers are cheap 
while those that are good are 
expensive. So you're aware 
of what you're going into. 


are not actively recruiting 
and Mr Brio-ley had to con- 
tact the LLoyd’s central 
switchboard to join. 

Membership swelled to 
34.000 Names in the 1980s 
but there are fewer than 
7.0QQ now. They back only 40 
per cent of Lloyd’s business. 

Underwriting agents who 


‘People in London have got houses 
worth more than a quarter of a 
million. That’s not actually a big sum’ 


“I don’t want to spend 
hours and hours trading the 
market, but I will have to be 
careful so that I choose the 
right portfolio." 

The number of Names has 
fallen sharply in recent 
years, following the worst 
losses in the market's his- 
tory. Most members’ agents, 
who handle Names’ affairs. 


manage insurance busi- 
nesses st Lloyd's have been 
cementing strong ties with 
corporate capital a process 
that may limit the ability of 
traditional Names to partici- 
pate. 

"I don’t see why Lloyd’s Is 
attracted by pushing 
towards more corporate 
Names." says Mr Brieriey. 


"I’ve a feeling there's a cul- 
ture gap between individual 
and corporate Names that’s 
gone too far. At the moment. 
Names feel beleaguered. 

Mr Brieriey aays be will 
continue trading as an 
unlimited Name as long as it 
is possible for him to do so. 
He plans to use the income 
from Lloyd's to supplement 
his ftiture pension. Recently 
increased capital require- 
ments were a sensible move 
but have not excluded par- 
ticipation. he believes. 

He may trade capacity - 
the right to support Lloyd's 
syndicates - at this year's 
capacity auctions in order to 
change his portfolio of syndi- 
cates. which write a mix of 
non-marine, aviation and 
motor business. 

Offers made by insurance 
underwriters to buy capacity 
on their own syndicates 
from Names have so tar been 
Pitched far too low. he 
believes. 



Ministers told to scrap reform 

The government yesterday faced caRs to disclose the expec- 
ted costs of Its proposed reform of capital gains tax after It 
emerged that the 34 UK-based partners of Goldman Sachs 
could benefit to the tune of E500m ($820m). The UberaJ Dem- 
ocrats, the smaller opposition party, described the reports as 
“very worrying” and called on the government to withdraw the 
proposals until the fun effect on public finances had been 
assessed. In the House of Commons, Tony Blair, the prime 
minister, was asked whether the government had intended to 
create a “huge tax loophole" at the same time as scrapping 
retirement tax relief for owners of small businesses. Paddy 
Ashdown, Liberal Democrat leader, said toe government 
should: ‘Spend rather more money on providing decent pub- 
lic services for the many, and less on large tax breaks for toe 
few.” David Wighton, London 


LONDON CITY AIRPORT 

Green light for new rail link 

The government yesterday gave toe go-ahead for a E35m 
($57m) extension to London's Docklands Light Railway to give 
a direct link with London City airport, in toe south-east of the 
city, by 2004. One of the railway’s lines passes within half a 
mite of toe airport but Is separated by the former London 
docks and air passengers have to take a shuttle bus. The air- 
port fink is one of a dozen possible extensions which have 
been under review by DLR in an attempt to broaden its 
appeal and Increase passenger numbers. It would be funded 
by a mixture of public and private finance under the govern- 
ment’s public-private partnership scheme. 

The announcement of the green light for toe new link 
comes a week before the official opening of the Heathrow 
Express service, a E440m project to link Heathrow with Pad- 
dington station in central London using a 15-minute fast-rail 
service. Charles Batchelor, London 
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WEAPONS THAT BUND OR POISON 


HAVE BBI BANNED. 


SO WHY IS THE WEAPON THAT DD 


IMS STU LEGAL? 


There are some weapons so 
abhorrent that their use simply 
cannot be permitted. 

The horrific effects of poison 
gas in World War I saw this 
weapon banned in 1925. 

The insidious blinding laser 
joined this list in 1996. 

But there is one weapon that 
causes untold human suffering 
and still continues to be used. 

That weapon is the landmine. 

Anti-personnel landmines are 
frequently laid in a haphazard 
fashion and continue to operate 
long after a conflict has ended. 

Which means the victims 
tend not to be soldiers with 
ample medical support, but 
poor men, women and children 
playing no part in the conflict. 

Today, somewhere in the 
world the life of another young 
child will be cruelly shattered 
by one of these weapons. 

Just one of seventy civilians 
who fall victim to the landmine 

every single day. 

That is why the International 
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Committee of the Red Cross is 


leading the call for a total ban 
on the production, export, use 
and stockpiling of anti-personnel 
landmines. 


allowed to continue its carnage. 

Before another century starts, 
landmines must be stopped. 


The weapon that mutilated 
this defenceless child cannot be 



INTERNATIONAL COMMITTEE OF THE RED CROSS (ICRC) 

LANDMINES MUST BE STOPPED 
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WORLD CUP 


SOUTH AFRICA SQUAD DOWN IN THE DUMPS AND UNDER FIRE FROM HOME 


Boys undone by men of the world 


„ a win 


RAM I S'H DlGt 7 . S' 


OH ^ . 

in 


Mark Gleeson on the pressures that bedevil Bafana Bafana 


There has been an air of 
gloom hanging over the 
South African camp in the 
French resort town of Vichy, 
where most come to cure 
their ailments. 

That the soccer team of 
the former apartheid state 
should be based In the war- 
time capital of collaboration- 
ist France Is an irony in 
Itself. Now. there is the 
added twist of a town 
famous for its hot springs 
playing host to a team in 
desperate need of some ther- 
mal therapy. 

A 3-0 hammering by 
France in their World Cup 
debut in Marseilles last Fri- 
day leaves Bafana Bafana 


(“The Boys") effectively 
needing to win their remain- 
ing two matches, first 
against Denmark today and 
then the Saudi Arabians 
nest week. That, In itselL is 
little surprise given France’s 
role as both hosts and top 
seeds In Group C and the 
fact that South Africa, as 
coach Philippe Troussier 
always said, were only going 
to be challengers for second 
place in the group. 

But the margin and man- 
ner of South Africa's defeat 
at a windswept Stade- 
Velodrome. allied to a xeno- 
phobic and hysterical reac- 
tion from an expectant pub- 
lic at home, has turned a 


team capable of a few shocks 
at the World Cup into a ner- 
vous group of sullen school- 
boys. The criticism from 
home has hurt most - the 
players being accused of not 
trying or being frightened by 
the occasion. 

The proud Gallic ego of 
Troussier, too, has been 
trampled an by the lack of 
application by his squad 
and, even more, accusations 
from South Africa that he 
threw the game in favour of 
iris native France. 

It Is a preposterous allega- 
tion, but one amplified on 
talk radio shows across the 
country and even by the Pan 
Africanist Congress, a fringe 


political party that 
demanded Troussier’s imme- 
diate resignation. 

The pre-World Cup hype in 
South Africa demanded 
nothing less from the coun- 
try's footballers than had 
been achieved by their com- 
patriots at the cricketing 
and rugby equivalents. But 
it Is impossible to equate the 
real World Cup with, the two 
other versions; it was always 
hopelessly unrealistic to 
expect that Troussier’s team 
could be real players on 
their first visit to soccer’s 
supreme stage. 

Cricket and rugby remain, 
essentially, the preserve of 
the country's white elite. 
Some form of achievement 
by the football team would 


help press forward black 
South Africa's efforts at ach- 
ieving equality - even if 
only psychologically in this 
case. It is estimated, 
although not yet verified, 
that more South Africans 
watched the match against 
France on television than 
did the release of Nelson 
Mandela eight years ago. 

This week Troussier 
touched briefly on the sense 
of expectation that over- 
whelmed the camp on the 
afternoon of their meeting 
with the French. “A call 
from [President] Mandela, a 
visit from Thabo Mbeki [his 
deputy], all of soccer’s offi- 
cials in the hotel hun- 
dreds of faxes maybe wasn't 
the best way to prepare for 


the game. Maybe we have to 
look at a different way for 
the Denmark game" 

Troussier must turn 
despair into joy not only in 
the team's pre-match focus, 
but in their on-field tac- 
tics. The responsibility obvi- 
ously rests uneasily on his 
shoulders. Of the game 
against the Danes in Toul- 
ouse, he says; "This Is our 
World Cop final , this is the 
match that can potentially 
start South African soccer 
on a higher level.” 

It is going to take a Hercu- 
lean effort to turn the for- 
tunes of Bafana Bafana 
around. But perhaps at this 
level of play, that is exactly 
what the Smith Africans still 
are. Bafana. ..just boys. 
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ZAGALLO’S ACHILLES HEa 


Where samba 


Chile throw away their 
lead in dying seconds 






soccer loses 


its rhythm 
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Near-post nightmare: the moment that blighted Moacyr Barbosa's fife when Uruguay scared their winner In the 1950 Anal 

BRAZIL PLAYER MADE A LIFELONG PARIAH FOR WORLD CUP FINAL MISTAKE 


Popperfoto 


The unforgiven goalkeeper 


Geoff Dyer relates a tale of the darker 
side of the country's passion for football 


Most afternoons. 'Moacyr 
Barbosa, a 76-year-old with 
dark skin and irrepressible 
smile, leaves his modest 
apartment Tor a stroll in the 
small town of Praia Grande 
□ear the Brazilian port of 
Santos. 

When he reaches the 
beach, he stops for a chat at 
a kiosk. He has little money 
but a friend who runs the 
bar keeps him supplied with 
his favourite cocktail of 
cachaw rum and lemon. 
Usually good-humoured, he 
shares jokes with other cus- 
tomers. Yet on his bad days 
he reflects on how his life 
was destroyed by a single 
error on a football field. 

Barbosa played for the 
Vasco da Gama club In Rio 
de Janeiro and Tor most or 
the IWOs was generally con- 
sidered the best goalkeeper 
in Brazil. He was the natural 
choice for the national team 
in 1350 when the World Cup 
was held in Brazil. Yet his 
world turned upside dawn in 
the final against Uruguay. 

Firm favourites to win, the 
Brazilians froze in front of 
their home crowd. With the 
score tied at 1-1 and 11 min- 
utes to go. Ghiggia. the Uru- 


guayan winger, approached 
the Brazilian box. Expecting 
a cross, Barbosa was beaten 
by a shot to his near post 
Brazil lost and Barbosa has 
been treated ever since as 
virtually a traitor. 

"A life sentence In Brazil 
is 30 years. I have been per- 
secuted for nearly 50 years 
for my mistake.” he reflects. 
It is a sad commentary on 
the less attractive side of 
Brazil’s enduring passion 
with football and especially 
the World Cup. 

Feted as national heroes If 
they win, failure can leave 
the players with deep scars. 
Zico, the midfield star of the 
early 1980s. was considered 
by some to be the best 
player in the world of his 
generation. He Is now part of 
the national coaching team, 
but for many Brazilians he 
will never be one of the true 
greats because the sides he 
played in did not bring home 
the World Cup. Romario, left 
behind this year because of 
injury but the proud owner 
of a 1994 winner's medal, 
once called him a "loser”. 

The burden of public 
expectation has fallen most 
heavily on the team's goal- 


keepers. Roberto Gomes Ped- 
rosa, who kept goal for one 
kwbng game in the 1930 Cup, 
and CtotPhO from the 1964 
side, both later committed 
suicide for reasons that were 
never fully explained, lead- 
ing some to conclude that 
the job Is cursed. 

Barbosa’s five decades in 
purgatory followed what was 
without doubt the worst day 
in Brazilian football history. 
The Maracana Stadium, the 
largest in the world, was 
built especially for the 1950 
World Cup. which was sup- 
posed to consecrate Brazil as 
the sport's new masters. 

Before the final, Rio’s 
mayor made a famous 
speech In which he greeted 
the Brazilian team as the 
new "world champions". A 
Rio newspaper had already 
printed an early edition that 
celebrated a Brazilian vic- 
tory, copies of which were 
urinated upon by the Uru- 
guayan team in ceremonial 
fashion before the game. 

At the final whistle, the 
200,000 Brazilian fans in the 
stadium stood in numbed 
silence, broken only by gen- 
tle sobbing. To this day some 
people believe the Maracana 
should be pulled down. 

Pele and his colleagues in 
the sides that subsequently 


won the World Cup are 
revered not just for their 
success, but for exorcis- 
ing the memory of 1950. 

In the recriminations that 
followed the match. Barbosa 
was once called in for police 
interrogation to see if he was 
a communist. Alter football, 
the only job he could get was 
at the Mararana itself, where 
he worked for 30 years show- 
ing visitors around. 

When he retired to the Sao 
Paolo coast early this 
decade, bis pension was less 
than <100 a month. Some 
friends got in touch with the 
Vasco dub, which agreed to 
give him some financial 
help. Yet he still cannot 
afford a telephone. 

To this day. he feels like a 
man pursued. He has com- 
plained to friends that 
strangers still occasionally 
point at him and tell their 
children; -That’s the man 
who lost us the Cup in 1950." 

There has been little so far 
in the tournament to trouble 
Taflarel, his successor in 
today’s team. But Barbosa's 
tale is a powerful reminder 
to the players, notwithstand- 
ing Tuesday’s effortless 
demolition of Morocco, of the 
thin line they tread between 
football heaven and the pur- 
gatory of defeat. 


If Brazil fail to win this 
World Cup, an Incident in 
the first half of Tuesday’s 
Imperious swatting of gal- 
lant but over-hyped Morocco 
may be interpreted as a 
warning that the team’s 
smooth progress was about 
to be interrupted. 

Brazil were cruising. Ron- 
aldo, a goal scored, and 
Rlvaldo were on their game. 
Morocco were trying hard, 
but ranking little progress. 

Suddenly, Dunga, the 
world fthurnpirraq ' captain, 
started to treat his forwards 
- notably Bebeto - to what 
looked like an almighty 
tongue-lashing, presumably 
for not doing enough back- 
tracking. It seemed at one 
point as if the two were 
about to came to blows. 

After a few seconds, the 
fracas died down and Bebeto 
went on to score the Brazil- 
ians' third goal. But the 
flare-up hardly bespoke the 
solidarity the side tries to 
convey by ostentatiously 
walking out on to the pitch 
hand in hand 

hi feet, if Brazil are not yet 
the finished article - not 
quite - it is the result lass of 
the shortcomings of its elec-' 
trie forward tfae than those 
of the ageing Dunga himself. 



Ageing star Dunga's flare-up 
revealed the ewe's weakness 


Together with Cesar Sam* 

pain, Dunga makes up the 
defensive miiHirid pairing in 
coach Mario Zagallo’s com- 
plex formation. This can be 
schematised as 2 - 2 - 2 * 2 , with 
wing backs Cafo and 
Roberto Carlos, in many 
ways the key players, free to 
shuttle up and down the 
touchlines as 

dictate. 

In the current tournament, 
this has been working flna 
when Brazil have the bail, 
but less so when their oppo- 
nents have it, since neither 
Dunga. 34. nor Cesar Sam- 

paio, SO, has displayed much 
of an appetite for tackling. 
In fairness to the latter, he 
has had to tread carefully 
after first-half bookings in 
both matches. 

This gives rise to a feeling 
that maybe, just maybe, Bra- 
zil COUld be nnrinnp by an 

exceptional passing side. 
Certainly, a good passing 
team, prepared to build its 
moves carefully, should reg- 
ularly be able to play itself 
into the danger zone. 

Scotland approximated to 
such a side for a good half 
an hour of t he tournament , 
opener, once Lambert, Col- 
lins and Gallncher bad got 1 
into their stride. Yet nlti- , 
mately, they, like the Moroc- 
cans on Tuesday, squan- 
dered too much possession. 

Add to this lack of bile in 
thp Brazilian midfield a cer- 
tain cl ums iness in Aldair 
end Junior Baiano, file giant 
central defenders, and oppo- 
sition coaches at least have 
something to work cm. 

Actually to beat Brazil, of 
course, other teams will also 
have to keep Ronaldo, the 
world’s finest player, quiet 
But once again. Scotland 
managed to do it 

In the meantime, extraor- 
dinary as it may seem, 
Zagallo may be casting cov- 
etous glances at England - 
not like many at France 98, 
at Shearer and Owen, but at 
Ince and Batty. 


For the second consecutive game Chile threw away a lead at 
the death, with the Austrian substitute Ivtca Vastic equahamg m 
the dosing seconds. Earlier Marcelo Sal3s had scored his third 
goal of the tournament 

Chile are now unlikely to win the group - 3nd quaifying by 
finishing second carries the terrible prize of a match against 
Brazil. The Chileans have only themselves to blame After a 
glorious first 10 minutes, in which Salas and Zamoran o 
embarrassed Austria’s veteran back three, they were dragged 
down to the level of the clunky, bad-tempered Austrians. 

Chile's midfield seldom pushed forward to support their 
famous strikers - no one seems to have toW Zamorano about 
the offside rule - and apart from the shaven-headed Javier 
Marges, the Chileans barely tackled. It was the latter failing that 
cost them. Vastic drifted past two pseudo-challenges and 
lofted the bait into the top comer. 

Chile should have settled the game earlier. After only five 
minutes Zamorano was for once wrongly given offside when he 
had been put through with Konsel to boat. A minute later, he 
missed a simple header from a Salas cross. Austria awoke, and 
after 38 minutes, a backheel from Tom Polster. winning his 93rd 
cap to equal Gerhard Hanappi’s record, set up a move 
culminating in a shot from Mario Naas that was blacked. 

Chile broke through after 70 minutes. Awarded a freo-tack to 
the left of the box, Jose Sierra lofted the ball nr. Zamorano won 
the header, Konsel parried, and Salas' knee did the rest. Three 
minutes before the end. Konsel brilliantly saved a Zamorano 
half-volley. It made the difference. Austria then equalised in the 
dying seconds for foe second match running. Simon Kupwr 


IN BRIEF 


Toulouse on hooligan alert 


The Toulouse authorities have been laying their plans for foe 
arrival of England fens in advance of next Monday’s game 
against Romania, following two days of violent clashes in 
Marseilles, where the team played their opening game. 

A music festival organised for the weekend has been 
cancelled, bars will close four hours earlier than planned, and 
more than 400 police officers are standing by to augment foe 
1,300 already In Toulouse for fee match. Police "spotters" will 
also be posted at fee railway station, airport and on main 
routes into the city, to monitor the arrival of fans. 

A total of 11 hooligans have been jailed so far for World 
Cup-related offences - six English, two German and three 
Ranch. Patrick Harverson 

• Four people are being questioned by French police about 
Illegal sales of World Cup tickets, including a business 
consultant linked to ISL France, a Paris-based company. ISL 
France Is part-owned by ISL Worldwide, fee Swiss firm that 
handles the marketing of the World Cup for Fifa. 

• The funeral was held yesterday of Fernand Sastre. the 
World Cup organising committee co-chairman, who died of 
lung cancer last Saturday. 


t ricks 


TODAY’S GAMES 


• SOUTH AFRICA V DENMARK, 17.30*, TOULOUSE, 
GROUP C. Denmark need another win, before feeing France in 
the final game, to guarantee a second-round berth. South 
Africa, without striker Phil Maalnga, have a mountain to climb. 

• FRANCE V SAUDI ARABIA, 21.00, ST DENIS, GROUP C. 
The hosts should be celebrating their passage to the next stage 
by the ffeal whistle. The fans wiH want them to do it in style. 
'Local kick-off times (GMT + 2 hours}. One hour earlier in UK. 


David Owen 


NUMBERS SO FAR 


GROUP TABLES 


Goals total 
Bookings ... 


.44 Sendings off 3 

67 Penalties 2 


GROUP A 


GROUP B 
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On a wing and a 

prayer in LA 


Nigel Andrews warms 
to a misplaced movie 


Sometimes the worst- seemtoK 
decisions turn out to be the best 
ones. Despite its name. Los 
Angeles is so entirely the wrong 
city for an American version of 
Wings Of Desire, the German 
movie by Wim Wenders about an 
angel becoming human, that we 
warm to the result as to an 


Uzis of Qm Air and FaoelOff to 
play the winged spirit who opts 
for incarnation and the love of 
Ryan. This Cage Is so incongru- 
ously but persuasively gentle 
that we believe the lady doc's 
infatuation. “'You are so beantt- 
ftUT she exclaims, to an actor 
who on a bad day c ar resemble 
the mask from Scream but on a 
good one has a weird, incandes- 
cent innocence. 


ouac crony Neal Gassady, played 
by an actor (Thomas Jane) who 
looks so uncannily like Alan 
Shearer that we keep expecting a 
ref to move in from screen left, 
perhaps blowing for full time an 
the Beat Generation. 

When not over the moan, cour- 
tesy of designer stimulants, Cas- 
sariy is sick as a parrot For his 
life is tom between irreconcilable 



t ungainly but annealin^n,^^ UiUUW!nce * girlfriends, one of whom may 

* dog. PPeanng mongrel make a repeat suicide bid if his 


\b*r~ 
4 * ■ * 


n rb. 

■ ' * * T 


'• wa v their 

H seconds 


Why is LA. wrong? Riv»a^ fi p 
there are no iconic tail monu- 
ments like Berlin’s Winged Vic- 

(NfeofeTcaS)^ S^SLi 8 ^ ™ LAST TIME 1 COMMUTED towards drink and infidelity. ’ 

Stephen 

. . other dark-coated title There are loopy AT iptoq flurries of 

amumi « Angels stand DREAM WITH THE FISHES monochrome, and scenes stacca- 

k ^ on Enmsets FmnTaytor edited with blackouts and 

S, hand^lappmtr on the soundtrack. 


CTTY OF ANGELS 

Brad Silbaiflng 


devilish friend Harry (spryly 
played by Keanu Reeves, moon- 
lighting from the mainstream) 
steers him one fateful night 
towards drink and infidelity. 

Playwright Stephen Kay 
directs with enough style for 
three movies, especially early on. 


real - or perch like bizarre birds 
of prey atop the femous Holly- 
wood sign. 

Second reason. In the real LA. 
there is no sense of teeming ordi- 
nary humanity, rather of teeming 
surfers, navel-gazers and movie 
people. And as for libraries - 
those intellectual incubators 
where the Wenders-conceived 
angels tune into the chattering of 
. mortal thoughts - the idea of an 
#*>.# Angeleno browsing among book- 
shelves is so surreal you almost 
have to be the ex-director of Cas- 
per. the ghost fantasy, as Brad 
Silberling is. to think of it. 

On top of all. would you trust 
your life to "Dr" Meg Ryan, a 
surgeon with a Jean Harlow hair- 
style and permanent air of dizzy 
absent minded ness? 

City Of Angels is hopeless, ear- 
nest and very very long, but try- 
ing to dislike it is like trying to 
dislike Christmas. It lasts forever 
but means well. And there are 
always hidden surprises. The 
best one here is Nicolas Cage, 
abandoning the grenades and 


SAVIOR 

Peter Antonijevic 


POINT BLANK 

John Boorman 


As this central couple flits 
around a smog-free Los Angeles 
full of gleaming freeways, spot- 
less hospitals and blue-rinse 
skies - ah resemblances to the 
real dty are coincidental - they 
talk of love, destiny and after- 
lives. We realise, even while 
watching, that Hollywood can no 
more deliver deep thoughts about 
eternity than LA. can embody 
them visually. But two good act- 
ors make a thin premise go a 
long way and we are not too fid- 
gety going with them. 

* 

Perhaps the World Cup, which 
already seems to be going on for- 
ever, has helped to engender 
thoughts of eternity. The Last 
Time I Committed Suicide is 
about finned beatnik and Ker- 




Too many tricks 
blurr the ballet 


DANCE 

OBWOTOW 


Cheating, Lying, Stealing 
The Royal BaBet, Barbican EC2 


Ashley Page calls his new ballet 
Cheating, Lying, Stealing, and he 
must excuse those of ua who feel 
that he has said rather too much 
for his own good. The piece, 
given its first performance at the 
Barbican Theatre (lurking like 
the Minotaur in the heart of a 
mare of turgid architecture) on 
Tuesday night during the Royal 

« ^Ballet's week on remand, is 
dogged with ideas. 

It combines scores by two 
American apostles of the New 
Brutalism. David Lang and Mich- 
ael Gordon - whfence its title, 
and the words “ominous funk" 
used by Gordon to describe his 
sound-track. Other ears may find 
the fearful clangour of drum and 
anvil, the arid repetitions and 
relentless banging, rather like 
being trapped in a boiler factory. 

The programme offers two quo- 
tations l from Graham Greene 
and HaniT Kureishi) to identity 
themes or desire and the arbi- 
trarv nature of experience, and 
provides photographs of smog-en- 
shrouded Baton Rouge, of a man 
watching a rocket take of£ and a 


desolate painting by John Kirby 
of a towering beach-hut and a 
dwarfed figure. 

Design by Anthony McDonald 
encompasses all of this, starting 
with a fine grey landscape, but 
also involving a vast red panel, a 
sort of divan which bursts into 
flames, the musicians half seen 
behind a scrim at the back of the 
stage, three beach-huts (Kirby- 
Style) which roll across the stage, 
and hideous street-chic outfits for 
file cast Enough, already. 

Page’s felling is, as 1 have 
found in past work, an unwilling- 
ness to edit Ideas crowd in, influ- 
ences are undigested, more and 
more clever tricks are put into 
bis choreographic bran-tub. when 
experience should by now have 
suggested that less is more, that 
William Forsythe is his own man 
and needs no apostle, that the 
most-modern of modern art needs 
to be allowed to settle before 
being brought into the theatre. 
(Diaghilev’s genius lay in his 
power to absorb the very new, to 
sift, combine and reject. He 
would surely approve of Page’s 
willingness to go as fhr out as he 
can, but he would also make him 
remove a lot of junk from his 
pockets before setting to creative 
work in the studio. He would 
also, I suspect, have vetoed the 
far -to o-exuberant stage design. 


INTERNATIONAL 



Arts 


Mozart WHft bassoon adoist 
Alexander Voigt; Jun 20, 21 
• Staatskapefle Bedim conducted 
by Daniel Barenboim in works by 
Schoenberg, BartOfc and Brahms. 
With vtofln soloist Gidon Kremer, 
Jun 18 


Guide 


; > . 
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AMSTERDAM 


-•> ; j i 


OPERA u . 

Netherlands Opera, Met 

Muziektheater 
Tel: 31-20-551 8911 

Haenchen in a staging by Plena 
Audi; Jun 21 . 


OPERA 

Deutsche Oper 

Tel: 49-30-34384-01 

• La Gtooonda: by PonchiefiJ. 
Revival conducted by Marcello 
Vlotti in a staging by Filippo 

Sanjust; Jun 24- 

• Manon: by Massenet New 
production conducted by JFi Kout 
in a staging by Casare Lfeve. WHh 
sets by Margherita Paffi snef 
costumes by Luigi Perego; Jun 23 

• Werther. by Goethe. Concert 
performance conducted by AJain 
Guingal; Jun 20 


BELFAST 

DANCE 

Grand Opera House 
Tel: 44- 1232-241919 

TheNatKgtalBaltetCon^anyof 

me orchestra of 

Opera end BaBet: Jun IB, 19. 20 


bologna 

OPERA 

Teatro Comunale 
Teh 39-31-529 999 

Don Gicwamt by Mozart Now 
production conducted by Daniete 
Gatti in a staging by Gianfranco de 
Bosio. with designs by Pasquale 
Gross’; Jun 18, 20. 21.23,24 




BERLIN 

CONCERTS 
Konzeriftaus 
7Wr 4940-203090 

• Beilin Symphony Orri^- 

conducted by Hurt Sfjjjjlj . 
works by Mozart and Beethoven. 

* * # n pI^unk-Slnfonleo^er 

Berlin: conducted by ^ 

pnihbeck de Burgos m worio by 


BRUSSELS 

OPERA 
La Monnaie 

Tat 32-2-229 1211 
• DOT Pasquale: by Donizetti. 
Now production conducted by 
Philippe Jordan in a staging by 

zszss&x™. 

83,24 


Then it settles for its long dark- 
nigh t-of-t he-soul section, with 
Jane deftly calibrating the inner 
torment and Reeves showing how 
free and funky an actor can 
become when he is not propping 
up mega-dollar mausoleum mov- 
ies like Deoil 's Advocate. 

Hippy times are here again, 
you would think, with Dream 
With The Fishes appearing in the 
same week. The suicide motif 
also reappears. Troubled, nerdy 
introvert Terry (David Arquette) 
wants to end it all by jumping 
from a bridge - “it afl" being a 
life of loneliness and window- 
watching voyeurism - but is res- 
cued by dippy, trippy Nick (Brad 
Hunt), a longhaired bohemian 
whose only problem is a terminal 
illness. Ninety minutes of bud- 
dyian ensue, varied by girl prob- 
lems. petty crime sprees and the 
countdown to Nick's quietus. 
Writer-director Film Taylor’s 
idea of structure seems to be to 
start the camera rolling and then 
go and have a sandwich. Some 
scenes stretch to infinity, others 



Making a thin premise go a long way: Nicolas Cage and Meg Ryan in *City of Angels' 


slightly further. But as in each of 
this week's American films, 
charm, defiance and two strong 
performances Hatter a thin idea 
into a semblance of substance. 

Made in ex-Yugoslavia, Savior 
is all substance and no sem- 
blance: all big, resounding ideas 
about War, Love and Inhumanity 
with no vivifying suggestion that 
we are watching real people 
experiencing or embodying them. 

Dennis Quaid is a foreign 
legionnaire: be became one to for- 
get the Moslems he murdered in 
a Paris mosque in reprisal for the 
death of his wife and child in a 
terrorist bomb blast. Now he 
traipses through Bosnia, trying 
to atone by saving a mother and 
newborn babe from the Serbs he 
is fighting for. 

The film begins and ends so 



Magnificent: frefc Mukhamedov with Vttana Durante 


And screamed the place down 
when he saw the cost). 

The real fault of this new work 
is its lack of precision. You see 
dance Incidents - they swirl 
round Irek Mukhamedov, danc- 
ing magnificently and serving as 
lynch-pin to everything else, his 
artistry the ballet's sure centre - 
which are splintered, arbitrary. 
Page has, to other works, been 
fascinated by ways of showing 
memory, differing realities, paral- 
lel existences, the chaos of per- 
ception. These are recurrent to 
this new piece, but still undi- 
gested, still fighting one against 
the other for primacy in expres- 
sion. The reliance upon extrava- 
gant des ign sabotages the dance- 
text. The Cro-magnon din of his 


two scores are no inducement to 
trying to shape ideas to greatest 
theatrical effect - as well try and 
make a souffle to a blast furnace. 
Page can now rely upon himself, 
without the modish crutches of 
the newest music and painting. 

ms cast do him tremendously 
proud. Mukhamedov Is com- 
manding to his technical prowess 
- no step without power, beauty. 
Innate meaning - and his tor- 
mented relationship with Vivians 
Durante ’ 5 ambiguous presence 
seems the work’s heart. The rest 
of the cast are tireless, sharp- 
edged, and look handsome 
despite their ghastly outfits. The 
programme, which r uns all this 
week, includes The Sake's Prog- 
ress and Birthday Offering. 


• The Turn of the Screw: by 
Britten. New production conducted 
by Antonio Pappano in e staging 
by Keith Warner, with designs by 
Stephana Lazaridis. Cast includes 
Susan ChUcott and Anthony Rolfe 
Johnson; Jun 19, 21.23 


GLYNDEBOURNE 

OPERA 

Gfyndebou-ne Festival Opera 
ret 44-1273-815 000 
Katya Kabanova: by Jan&jek. 
Revival of Nfcolaus LehnhofPs 

production, conducted by Yakov 
KreiZberg, with designs by Tobias 
HohaseL Cast includes Amanda 
Roocroft. With the London 
Philharmonic Orchestra: Jun 18, 21 


LEEDS 


WIgmone HaB 
Tet 44-171-935 2141 

• Marta and Gyorgy Kurtdg: piano 
recital given by the composer and 
his wife, of pieces from Jatetok 
(Games) Inspired by children’s 

play; Jun 23 

• Natafle Olein: recital by the 
cellist of works by Schumann. 
Shostakovich and Rachmaninov. 
Accompanied by Itamar Gotarr, 

Jun 18 

• Simon Keenlyside: recital by the 
baritone of works by Debussy. 
Strauss, Glazunov, Rachmaninov 
and Mahler. Accompanied by 
Malcolm Martlneeu; Jun 20 

• Trio Jean Paul: recital by the 
piano Ido of works by Beethoven, 
Rihtn and Schumann; Jun 24 


OPERA 
Grand Theatre 

Tet 44-113-222 6222 

• Opera North: Joan of Are, by 
Verdi New production by Philip 
Prowse, conducted by Richard 
Fames with a cast headed by 
Susannah GtenvSa and Arthur 
Davies: Jun 23 

• Opera Noth: Eugene Onegin, 
by Tchaikovsky. New production 
by Date ibelhauptarte, conducted 
by Steven Stoene. The cast fes ted 
by AJwyn Maflor and Peter 
Savidge; Jun 24 


DANCE 

Barbican Theatre 
Tel: 44-171-638 8891 
The Royal Ballet triple bill 
comprising Ninette de Valeris' The 
Rake's Progress, Ashton's Birthday 
Offering, and a new work by 
Ashley Page: Jun 18, 19, 20 


LONDON 

CONCERTS 
Barbican Hal . 

Teh 44-171-838 8891 
London Symphony Orchestra: 
conducted by Bernard Haitink in 
works by Mozart and Strauss; 


EXHIBITION 

National Portrait Gaoery 

Tel: 44-171^3060055 
High Society: Edwardian 
Photographs. A collection of studio 
portraits, reprinted ham a recently 
rediscovered cache of original 
negatives. Subjects include Lloyd 
George, Winston Churchill and 
Lime Langtry; to Jun 21 


OPERA 

Engfish National Opera, London 
CoSseum 

Tet 44-171-832 8300 


clumsily - sample dialogue is a 
friend's “I know you've bad a bad 
day" to Quaid as he sits by his 
freshly coffined loved ones - that 
we are taken by storm by its one 
powerful scale. This is a mid- 
movie vignette of Serbian butch- 
ery so horrible, visceral and 
“real" that It leaks blood all 
across what follows and even, in 
the spectator's mind, across what 
precedes. It shows what could 
have been done with a movie 
that is elsewhere all co-produc- 
tion sound and fury, good inten- 
tions and Babel execution. 

★ 

John Boorman never made a bet- 
ter film than Point Blank, now 
given a 30th birthday revival. 
Back in the late 196Qs/early '70s 
the twin success of this kaleido- 
scopic gangster movie and Deliv- 


erance gave the director a rela- 
tive freedom to handpick and 
hand-craft his projects: a freedom 
that often seemed as disastrous 
for a Boorman indulging his 
high-flying whimsical ideas as it 
was for the equally wayward, 
poSt-Godfaiher Coppola. 

Some raovje-makers thrive bet- 
ter when compelled to grapple 
with - and transform - projects 
that might seem mundane or 
beneath them. In Point Blank 
Boorman took a B-standard thril- 
ler and created a film that is 
part The Big Hear, part Last Year 
In Marienbad. with a dash of 
Vertigo , if fids sounds precious, 
it isn't The director's mythoma- 
nia is tucked into the plot, 
as it should be, instead of bang- 
tog out like ugly shirt tails (see 
parts of Excalibur, most of The 


Emerald Forest and oil of Zardoz). 

In Point Blank the games with 
time and memory are lucid and 
forceful. The sense of place is 
uncanny: no one better captured 
the sepulchral other-worldliness 
of Alcatraz. Best of all, in Lee 
Marvin the filmmaker found an 
unlikely but perfect alter ego. 
This doleful tough guy looked 
like walking smoke, cracked a 
mean and mournful one-liner, 
and had a bass voice like a 
mythic echo chamber. Just by 
standing there emitting monosyl- 
lables Marvin could say more 
about Boorman's dreams and 
themes - the vulnerability of her- 
oism. the passing of a golden age, 
the beauty of being true to one- 
self - than all the flummery of 
bis subsequent overworked 
fables. 


Reading between the lines 


THEATRE 

ALASTAIR MACAULAY 


Tbe Unexpected Mas 
Duchess Theatre, London WC2 


Though Yasmina Shea’s The 
I Unexpected Man is not the hit 
material that her smash success 
Art has proved, it is actually the 
richer play of the two. True, it 
has no plot; nor does it have the 
uproarious comic scenes nor bar- 
I rifle personal tensions of Art. But 
what it does better is to create a 
world. Or. rather, to create two 
views of the world, to show them 
circling each other curiously, 
before bringing them together. 

The Royal Shakespeare Compa- 
ny's production - superlatively 
acted - has just transferred to 
the Duchess Theatre; and seeing 
the play a second time is to find 
it a yet subtler and more entranc- 
ing experience than the first. 
Two people are alone on the train 
from Paris to Frankfurt One of 
them is a f amo u s novelist the 
other a woman who baa read all 
his work. From this premise, 
R&a creates a thousand ironies. 
Martha, the woman, longs to 
speak to this novelist who has so 
enriched her life; but it is an 
embarrassment either to speak or 
to read, since the book to her 
handbag Is, of course, by him. 

Meanwhile Paul Pars by, the 
novelist sometimes thinks about 


her to a novelist's way; be imagi- 
nes why she is on this train and 
what her private life Is. (“Strange 
this woman never reads any- 
thing.") When she does start to 
read his book - The Unexpected 
Man - he is all fascination. Will 
she smile at that page? Yes. Dare 
he ask what she thinks of its 
author? Eventually, yes. But only 
eventually. The play ends where 
some other dramatists would 
begin. 

For part of the beauty of The 
Unexpected Man is that the nov- 


Michael Gambon and 
Eileen Atkins give 
superlative 
performances 


elist and reader do not constantly 
think about each other. They 
think of their friends, of music, of 
irritations, of their own lives in 
particular and of life in general. 
Each monologue Is a swift stream 
□f consciousness, continuously 
changing direction and tone, and 
often absurdly funny. Or poi- 
gnant. “My friend Serge is dead," 
says Martha, bleakly, looking 
through the window. “The world 
I'm looking at Is a world in which 
my friend Serge no longer 
exists." 

“Is there a person in the world. 


in the whole world, who knows 
how to read that book?" Parsky 
asks himself; but we have 
already answered his question. 
For Martha is, surely, his ideal 
reader a reader with a life or her 
own who recognises in his novels 
the values and ironies and atti- 
tudes she already knows. Or is 
she? When she fantasises about 
him, it is sometimes as his neme- 
sis. “Fin the one who one day 
will make off with your 
world ... I shall abolish you." 
Meanwhile, when she reads his 
novel, be fantasises about her. It 
is for her benefit he writes “this 
silent woman sent to me by 
Pate". 

The play lasts 80 minutes, but 
one could spend far longer than 
that talking about it. Michael 
Gambon and Eileen Atkins give 
superlative performances 
throughout, and it would be 
worth the price of admission just 
to hear how they handle punctua- 
tion; their range of dynamics is 
endlessly fresh, human, intelli- 
gent. And to watch them move. 
Gambon broodily shifting weight 
in his seat from this buttock to 
that Atkins assertively standing 
with her feet planted 18 inches 
apart and flexing one foot These 
tiny details matter greatly. 
Thanks to the director, Matthew 
W arch us, there are many other 
coincidences of action and word, 
of sight and sound, that matter 
as much. 


• Carmen; David Ritab and John 
La Bouchardlera direct a revival of 
Jonathan Miller’s production, 
conducted by Noel Davies. The 
title role is sung by Sally Burgess; 
Jun 19, 23 

• Manon: by Massenet New 
production by David MdVlcar, 
designed by Tanya McCaffin. Rosa 
Manrrion sings the title role and foe 
conductor is Michael Lloyd; Jun 18 


Tchaikovsky. New production by 
Dalia Ibelhauptaite, conducted by 
Steven Soane. The cast Is led by 
Atwyn Mel lor and Peter Savidge; 
Jun 19 


to Jun 22 


PARIS 


MUNICH 

THEATRE 

Philharmonic Qasteig 
7bt 49-8*5481 8181 
Das Europa Musical Theater: 
Beauty and foe Beast, directed by 
Cartn Piontek with choreography 
by Lali Cseszko; CarKJrff-Saafc 
Jot 18 


NEW YORK 


EXHIBITION 
Guggenheim Museum 

Tet 1-212-423 3500 
www.gyg 9 enftenn.cvp 
Vilhelm Hammershoi (1864-1916): 
Danis h Painter of SoUtodtf and 
Light Retrospective seen In 
Copenhagen and Paris East year, 
comprising 60 works by fob 
relatively unknown contemporary of 
Munch. Includes portraits and 
landscapes as well as interiors, 
many of which depict foe rooms of 
his Copenhagen home; from Jun 
19 to Sep7 


EXHIBITIONS 
Made du Louvre 
Tet 33-1-4020 5151 

WWYf.kmvre.fr 

• Astronomy and Astrology in foe 
Islamic World: display of 
instruments developed by Arab 
astronomers between the 8th and 
15th centuries, shown alongside a 
selection of everyday and religious 
objects decorated with astrological 
designs; from Jun 19 to Sep 21 

• Bassario and His Sons: works 
by the Venetian painter Jacopo dal 
Ponte dit Jacopo Bassano 
(1510-1592) and his sons, bringing 
together works owned by foe 
Louvre with loans from other 
French museums; from Jun 19 to 
Sep 21 


ROTTERDAM 

EXHtemoN 

Kunsthal 

Tel: 31-10-440 0300 
Roger Ballen: works representing 
South Africa’s white rural poor; to 
Jot 21 


VIENNA 


CONCERT 

Musikverein 

Tet 43-1-5058 6810 

London Symphony Orchestra: 

conducted by Bernard Haitink in 

works by Mozart and Strauss; 

Jun 20 


TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(483m) 


OPERA 

Optra National de Paris, Op£ra 
Bastille 

Tet 33-1-4473 1300 
La Travtata: by Verdi. Production 
directed by Jonathan Millar and 
conducted by James Cool on. Cast 
Includes Ramon Vargas; Jun IS, 22 


EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
• CNN International 
Monday to Friday, GMT: 

0&3O: Moneyline with Lou Dobbs 
1330: Business Asa 
19.30: Wodd Business Today 
22.00: World Business Today 
Update 


NOTTINGHAM 

OPERA 

Theatre Royal 

Tet. 44-/75-989 5555 

Opera Neath: Eugene Onegin, by 


ROME 

EXHIBITION 

Palazzo delte Espostzkxtl 
Tet 39-6-474 5903 
Lucio Fontana: retrospective of the 
Italian artist best known for foe 
series of “Spatial Concepts" 
produced m the 1 950s and 1960s; 


• Busmess/Marfcet Reports: 
05:07; 06:07: 07:07; 08:20; 09*20; 
1020: 1120; 11:32; 1220; 1320; 
1420. 


At 0820 Tanya Beckett of FTTV 
reports live from L1FFE as the 
London market opens. 
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COMMENT & ANALYSIS 


Nato breaks its chains 
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T his week. Nato 
whistled up 85 
aircraft from 13 air 

forces at four (lays' 
notice in a show of force 
intended to send two 
messages to Slobodan 
Milosevic. 

The 5rst was obvious: the 
Yugoslav president should 
stop sacking the villages of 
ethnic Albanians in the 
Serbian province of Kosovo. 
The second was more subtle. 
It was about Nato itself. The 
message to Mr Milosevic was 
that this was not the 
fence-sitting Nato of the 
prolonged Bosnian conflict, 
but a formidable military 
force. 

A new model Nato is 
emerging, quicker in 
response to regional security 
threats, a sort of tough 
neighbourhood cop. 
Moreover, its political 
masters are ready to deploy 
it quickly and decisively if 
diplomatic efforts fail 

According to William 
Cohen, US defence secretary, 
Exercise Determined Falcon, 
in which fighters swept over 
Mila is miles from Kosovo’s 
border, proved that Nato 
was "united in its 
commitment to seek a 
ceasefire . . . and 
demonstrated its capacity to 
rapidly mobilise some very 
significant lethal capacity". 

On Tuesday, the day after 
the operation. Mr Milosevic, 
at a meeting with Boris 
Yeltsin, the Russian 
president, gave a series of 
undertakings that appeared 
sufficient to rekindle 
diplomatic efforts to end the 
violence In Kosovo - at least 
for a while. 

It would be premature to 
conclude that Nato’s actions 
had forced the Yugoslav 
president to back down. His 
record suggests he is not 
likely to have been scared 
off by the noise of a few 
sonic booms from across the 
border. Also. Mr Yeltsin had 
opposed the use of Nato 
force. An the same, the 
sequence of events is 
striking and the speed with 
which Nato member 
governments reacted to the 
drive by Serbian forces 
against the ethnic Albanian 
majority in Kosovo points to 
a new steel within the 
alliance. 

The rapid reaction sprang 
partly from a determination 
that the genocide of Bosnia, 


Alexander Nicoll says the show of force 
in Kosovo may be a sign of things to come 
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A Spanish MS sets off for Nato duty in the Balkans 


which many still feel was 
encouraged by western 
ineffectiveness, should not 
be repeated. Nor must 

confrontations be allowed to 
spread into drawn-out 
regional conflicts. “The 
lessons of Bosnia" has 
become the catchphrase In 
foreign and defence 
ministries. 

Among those lessons was 
that Nato forces could be 
used decisively to bring 
about a political settlement 
Within months of Nato air 
strikes in 1995, the parties to 
the Bosnian war were 
negotiating the Dayton 
peace accord. That 
agreement was then 
enforced and maintahvyf by 
alliance forces, whose 
mandate has just been 
renewed in what has been 
widely viewed as a 
successful peace-keeping 
operation. 

That reassessment of its 
own power is part of Nato’s 
search for a new purpose 
and Identity in the 
post-Soviet era. The 
experience of Bosnia in 1995 
suggested at least part of a 
new role: a potent tool to be 
used by politicians as a 
back-up to diplomacy. 

The argument for the 
“good cop. bad cop" 
approach was bolstered by 
the mustering of US and 
British farces against 
Saddam Hussein earlier this 
year. Though Nato was not 
the agent in that case, belief 
that air strikes were 
imminent helped farce the 
Iraqi president to back down 


over United Nations 
weapons inspections. 

The key to the use of 
Nato’s formidable firepower 
as a diplomatic tool is that it 
must be credible. “If you’re 
going to talk about force, 
make it as credible as 
possible as quickly as 
possible - always hoping 
you do not have to use it,” 
says a Nato officiaL 

After Ah' Milosevic's 
crackdown in Kosovo, Nato’s 
military planners acted with 
unprecedented speed to draw 
up options at the disposal of 
their governments, including 
air strikes and electronic 
interference with Mr 
Milosevic's command- 
arid-control systems. The 
plan was for a rapidly 
escalating series of mea sur e s 
intended to bring the 
Yugoslav president to heel 

But thing s are not quite 
that simple. If Nato were to 
intervene militarily in 
Kosovo, it would be doing so 
without a UN mandate. 
Efforts to draft one - now 
under way in New York - 
are almost certain to be 
opposed by Russia and 
China, which says the 
Kosovo violence is an 
internal matter. 

There are three problems 
with Nato’s Kosovo 
response. First, the 
organisation can intervene 
only on the basis of 
unanimity among its 16 
members, many of which 
would have misgivings 
about acting without a UN 
mandate. Although Mr 
Cohen said a UN rubber 




D o you use analysis methods that rdy solely on financial 
indicators that focus on past achievements? Unfortunately 
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forces influencing these results. The MECA Report on The 
Competitive Fitness of Global Finns documents die application of 
a brand new corporate analysis tool, which provides a structured method 
of evaluating the business capabilities which influence the effectiveness 
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stamp was hot an absolute 
precondition for Nato action, 
one official acknowledges 
that the issue Is highly 
sensitive within the affiance 

Second, Nato would be 
conducting an awkward 
hflbi wring act by intervening 
in a sovereign state, seeking 
to stop Serb violence 
without appearing to 
support the Kosovar 
Albanians’ separatist 
fighters. “We do not intend 
to send any signal that we 
are supporting the drive for 
independence. " Mr Cohen 
said. 

The third caveat is the 
effectiveness of the military 
options being contemplated. 
Air strikes could inflict 
considerable damage on Mr 
Milosevic’s military assets. 
But the threat to disrupt his 
cammand-and-control 
systems by technical 
wizardry may not be easy to 
cany oat, military experts 
say. 

These are just the 
relatively low-risk options 
for Nato. Although there 
would be little likelihood of 
substantial casualties, they 
would have tile limited goal 
of stopping the fighting. 
There is no suggestion that 
Nato would deploy ground 
forces except to monitor an 
eventual political settlement 

Mr Milosevic knows Nato 
would be unwilling to risk 
casualties. That could give 
him the confidence to face 
up to whatever weaponry 
Nato threw at biro , as well 
as giving both sides in the 
conflict an incentive to test 
the west's willingness to 
become involved. 

Yet the decision this week 
by European politicians to 
use force (or at least a show 
of force) in Kosovo at a 
relatively early stage could 
have a lasting impact on the 
Nato debate. In particular, it 
may influence the alliance’s 
review of its “strategic 
concept", the rationale 
behind its military force 
structure. 

If recent rhetoric were 
carried through to quick 
action in Kosovo or in 
another regional conflict, 
that could be a potent 
deterrent to potential 
participants in such 
confrontations. But it 
remains to be seen whether 
what one Nato official calls 
the “chains of Prometheus” 
have really been removed. 
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From Professor Podmc 
DesaL 

Sir, In "GKO's threaten 
financial stability" (June 15), 
John Thornhill correctly 
argues that the Russian cen- 
tral bank’s policy of raising 
its refinancing rate to Inonii- 

I nately high levels (currently 

1 at an annual 60 per cent, 
i down from the earlier 150 
per cent) to boost the appeal 
. to investors of holding on to 
short-term government debt 
can only be a temporary 
“game". 

Not only will the persis- 
tence of high interest rates 
d amag e government’s bud- 
get numbers via inanimately 
high borrowing costs but 


also prevent the recovery 
that the Russian economy 
desperately needs. Indeed, 
another round of the Asian 
contagion could threaten the 
financial stability with irrep- 
arable consequences for Rus- 
sia's market reforms. 

The International Mone- 
tary Fund. badgered by con- 
tinuing criticism of its 
recent Asian bailouts, does 
not have the resources to 

provide an immediate confi- 
dence-boosting financial 
package of the required 
amount to support the 
rouble while the government 
continues with its arduous 
revenue raising and tax 
reform, agenda under 


IMF supervision. 

It is time for Russia to 
explore alternative private 
Bremdng - A viable option is 
a oontinggo* facility contrib- 
uted by western commercial 
feinim and private financial 
groups with a fraction of 
government stock in Gaz- 
prom (which accounts for 
almost one-fifth of the 
world’s gas output with 
reserves estimated at over 
ten times those of Royal 
Dutch/SheU and Exxon com- 
bined) serving as collateral. 

The facility would carry a 
commitment fee if it is 
unused and a charge, a few 
percentage points above 
Libor, if it is used. Initially 


set up with a fixed time hori- 
zon, U can he rolled forward. 
say, ever)’ three months, if 
necessary- 

This arrangement will not 
only toughen the T«ul»s uf 
the Russian govtimnent, wv- 
ing as it would the Iwrn- 
hood of losing stake m 
Gazprom, but also )’*'* 
around the moral hazard 
problem by shifting the bail- 
out decision- making t« 

vale financiers. 
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Padma Desal. 
Hardman professor of 
economics. 

Columbia University. 
New York. NY 10027. 
US 


Resourceful I Toys do not contain dangerous substances 


Fran Mr Dick Winchester. 

Sir, We should applaud the 
news that all the Goldman 
Sachs partners will become 
multi-millionaires. I am sure 
they will now use their 
extensive wiring in merchant 
hanking to become business 
angels or even pool their 
resources to OH the v ent ure 
capital gap for small high 
tech companies. 

This is good news far UK 
Pic and I look forward with 
anticipation to bearing their 
plans for ploughing back 
some of the wonderful sums 
of money they have made 1 
out of Industry into new ven- 
tures and helping some 
existing small ish companies 
to realise their potential 


Dick Winchester, 

"The Old SdiooDtonse", 
Old Bayne, 
Aberdeenshire, UK 


From. Mr David Cadogan. 

Sir, It is unfortunate that 
in your articles "Brussels 
under fire an toy safety mea- 
sure” (Jane U) and "Brus- 
sels seeking compromise 
over carcinogens in toys” 
(June 12) you raised unnec- 
essary concerns about the 
frnV between phthalates and 
cancer. 

There is no evidence to 
suggest that phthalates 
cause cancer in human 
bangs. I should like to point 
out that no phthalates are 
classified as hazardous 
under the European danger- 
ous substances legislation 
(directive 67/548/EEC) and 
none is classified as human 

It is well documented that 
laboratory tests on rodents, 
involving exposure to 
extremely high amounts of 
phthalates a tv? other chemi- 


cals over the period of their 
lifetime, resulting in the for- 
mation of liver tumours, are 
not relevant to human 

fa»ing s- 

The EU scientific commit- 
tee for toxicity, eco-toxidty 
and the environment 
(CSTEE) confirmed this view 
in April and has clearly 
stated that phthalate plasti- 
cisers can be used safely in 
the production of children’s 
toys. 

Your statement “the epi- 
sode is reminiscent of the 
1996 concerns over BSE, or 
‘Mad Cow* disease” is also 
misleading and only serves 
to raise unnecessary fears 
atnrmp the general public. In 
the 40 years that phthalates 
have been used to soften 
PVC toys there is not a sin- 
gle known case of a child's 
health having suffered as a 
result and neither is there 


any sound scientific evi- 
dence supporting a long 
term risk. 

The only way the issue 
can be connected to the BSE 
situation is that, understand- 
ably. the EU is now 
extremely sensitive to issues 
of public health as a result. 
But that should not be cause 
to react when measures are 
clearly cot justified. 

I can assure yuu that if 
there were reliable evidence 
that any phthaiate presented 
a serious health risk, the 
plasticiser industry would 
have no hesitation in with- 
drawing iL 


David Cadogan. 

European Council for Plasti- 
cisers and Intermediates, 
Avenue E. Van 
Nieuwenhuyse 4, btc 2 
B-H60 Brussels. 

Belgium 


Post Office’s unpleasant redundancy news came by late delivery 


From MtGJl WObraham. 

Sir, Mr J.D. Skinner 
(Letters, June 15) is not 
alone in the way he received 
news of his redundancy. 

Some years ago I was 
declared redundant from a 
senior management position 


in the Post Office, for which 
I had worked for more than 
24 years. Not only was I not 
informed of this by the direc- 
tor of personnel, who was 
my line manager, or his 
assistant director, but the 
letter notifying me was 


signed at a low executive 
level and delivered at my 
home the day before my holi- 
day (which they had author- 
ised) was due. 

The period of notice 
expired shortly before 
Christmas, some 10 days 


before I would have been eli- 
gible to receive my pension. 
Your correspondent is. 1 
fear, not alone in his experi- 
ence. 

G-A- Wilbraham, 

47 Woodstock Avc„ 

London NWll 9RG. UK 
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PERSONAL VIEW RUDI DORNBUSCH 


In praise of hard money 


Over the past 50 years, the Bundesbank has written the central banking textbook. The 

European Central Bank should study ft 


F ifty years ago, on 
June 20 1948, Ger- 
man monetary 
reform put an end 
to the Reichsmark and eco- 
nomic repression. As hard 
money celebrates its 50th 
anniversary in Germany this 
Saturday, it is also the end 
of the Bundesbank as 
Europe's monetary leader; 
step forward the European 
Central Bank. Europe is at a 
crossroads just as significant 
as the events that gave rise 
to the D-Mark and the Baba. 

Nobody knew in 1948 what 
the bold removal of price 
controls and the introduc- 
tion of a new money would 
mean, except that it could 
not be worse than the pre- 
vailing state of affairs: a war 
economy with controls and 
black marketeering, perva- 
sive shortages, and collaps- 
ing production. Der^ulation 
and monetary r efor m were 
an act of faith. Who could be 
sure that hyperinflation 
would not emerge, as it had 
in the 1920s? 

US General Cassius Clay 
told the then economics min- 
ister Ludwig Erhard: “Mr 
Erhard, my advises tell me 
your plans are crazy.” And 
Erhard replied: “General, my 
advisers say the same.” The 
rest is history: an economic 
miracle brtfit on free market 
economics and on five 
decades of uncompromising 
pursuit of price stability. 

No other central bank has 
sustained price stability like 
the Buba. While . the 
D-Mark's purchasing power 
Is down to just ane-quarter 
of what it was in 1948. that 
of the dollar Is only 15 cents. 
Britain, Italy and France 
have done much worse. 

The Buba has been so 
good at public relations it is 
tempting to overstate its suc- 
cess. Inflation has been 
l between zero and 2 per cent 
I in only 15 of the past 50 
, years, though no one else 
has Eared nearly as well. Yet 
over toe past 50 years, Ger- 
man inflation averaged 2.7 
. per cent, exceeding its goal 
of 1 or 1.5 per cent (see 
chart). 

There has always been an 
explanation: fixed exchange 
rates on the dollar in a world 
of over-expansion in the 
1960s. two oil shocks in the 
1970s, and the unification 
shock at the beginning of 


GeontfeAfion 

tarsal 
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the 1990s - each a good rea- 
son far hi gher inflation. In 
each case, the Buba put out 
the fire. Could it have done 
better? No -doubt. But not 
without even higher unem- 
ployment- Sheer toughness 
would not have paid off in 
higher credibility, and hence 
better results. 

The fact that, even with a 
determined central bank, 
there has not been unquali- 
fied success has surely to do 
with unions and the welfare 
state. The Buba sets its 
money growth, while the 
welfare state and the anions 


to day, but clearly as a 
trend; 

• The easily verifiable tar- 
geting of monetary aggre- 
gates as tbe key commit- 
ment to price stability; 

• Reiterating to the Ger- 
man public the bank’s prom- 
ise of “price stability”, but 
not necessarily of full 
employment, high growth 
and quick prosperity. 

The ECB would do well to 
avoid monetary targeting - 
even the Buba could barely 
bold up tiie myth of a stable 
relationship between money 
and prices. Economic and 


The European Central Bank is 
starting off with a credibility 
deficit It needs to make its 
case to the people 


determine the split. It 
always comes out as too 
much inflation and too little 
economic growth. One of the 
lessons of Buba must be that 
it takes two to faster credi- 
bility and performance: a 
tough central bank and a 
competitive economy. 

Nonetheless, few would 
dispute that, ova- the past 50 
years, the Buba has written 
the central banking text- 
book. Three central points 
emerge: 

• A commitment to price 
stability, not necessarily day 


monetary onion does not 
guarantee stable aggregates, 
particularly as the process of 
financial restructuring cre- 
ates quite different monetary 
Instruments. Like every- 
where else, inflation target- 
ing should be the framework 
and interest rates the key 
instrument 

By contrast, the ECB 
should learn from the Buba 
that political independence 
can be gained only if the 
public trusts the central 
bank more than the politi- 
cians (remember when the 


Buba stared down poor Theo 
Waigel. the finance minister, 
on the gold issue). 

The Buba achieved that% 
trust through decades of 
thoughtful communication, 
keeping close to the public - 
from savers to bankers to 
scholars *- and building a 
constituency in support of 
hard money. 

It was a traumatic mone- 
tary history that gave the 
Buba the backdrop against 
which to invoke the fears of 
inflation, but that does not 
diminish the accomplish- 
ment. 

The precedent will be hard 
to match: just about every- 
one in Germany, from eco- 
nomics professors to house- 
wives, the aged and the 
clergy, is distressed by the 4 
introduction of the euro. 
Emu has been achieved by 
hag gling and compromise. It 
is a political ambition rather 
than a good idea in support 
of hard money. As a result, 
the ECB is storting off with 
a credibility deficit It needs 
to make its case to the 
people; it cannot be satisfied 
just with making decisions 
and keeping quiet 

More will be celebrated in 
Frankfurt next Saturday 
than half a century of hard 
money in Germany. There is 
cause to celebrate too the 
worldwide acceptance, at 
least by central banks, that 
inflation is no answer to 
unemployment, even in the 
short term. There is no Euro- 
pean or American central s 
banker who has not at some ' 
time been driven to near 
despair by tbe Buba’s insis- 
tence to stay its course. Yet 
they have all come on board. 
What better message to send 
to the ECB? 

But those who will be 
present at the ceremony, 
from Helmut Kohl, tbe chan- 
cellor, to SPD leaders Ger- 
hard SchrOder and Oskar 
Lafontaine, badly need 
another message from the 
same history book. Central 
banks are easily overbur- 
dened. A heavy dose of com- 
petition and deregulation 
would work miracles for 
pri<» stability and growth, 
us it did to 1948. 


Issues 1 
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The author is professor ofectb ill 
nomics and international 
management at Massachu- 
setts Mstitute of Technology ■ 
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Now, please, 
a big push 


Yesterday’s joint US-Japanese 
move to support the yen is wet 
come because it sends a number 
of constructive signals. One is 
that the US is not indifferent to 
the ’dramatic decline in the value 
of the yen against the dollar. The 
declared readiness of Robert 
Rubin,: US treasury secretary, to 
continue with joint intervention 
ensures, at least fat the moment, 
that short positions in the Japa- 
nese currency are no longer a 
one-way bet 

More Importantly, the initia- 
tive carries an encouraging hint 
that Asia may hot. after an, be 
allowed to become a victim of 
policy paralysis in Washington 
and Tokyo. The instability of the 
yen has threatened to destabilise 
a region in which several coun- 
tries are struggling to' overcome 
problems of currency indebted- 
ness. While China is clearly 
reluctant to devalue, the growing 
unease in Beijing over the yen’s 
recent plunge has been pajpabla 

So much the better, then, that 
with the exception of the Indone- 
sian rupiah the initial response 
of the main Asian currencies yes- 
terday was positive. The risk of 
further competitive devaluations 
has retreated a little. 

Any welcome must nonetheless 
be qualified because currency 
intervention can do little more 
than buy time- To work it has to 
be accompanied by a fundamen- 
tal shift in Japanese macro 
economic policy capable of stav- 
ing off an incipient slump. That, 
as indicated here yesterday, 


means another a vary substantial 
fiscal boost equivalent to at least 
3 per cent erf gross rfo rmy tlc prod- 
uct 

Prime Minister Ryutaro Hasht 
moto baa confirmed that further 
fiscal changes are on the agenda, 
though whether on the requisite 
scale is another matter. He has 
also declared that the banking 
system will be expeditiously 
restructured. That Is a prerequi- 
site of any restoration of confi- 
dence. 

Yet if Japan is to rationalise 
and reform its financi al system it 
is worth repeating that it wfl] be 
vital that fiscal policy remains 
expansionary to ease the pain of 
restructuring. Fiscal retrench- 
ment should be ruled out nwffl 
the economy is unquestionably 
on a sustainable growth path 

If the visit to Tokyo by Larxy 
Summers, US deputy treasury 
secretary, leads to the promise of 
anything leas than this, the latest 
currency intervention wffl have 
been wasted. Even after yester- 
day’s rise in government bond 
yields, the return on Japanese 
assets remains hopelessly out of 
line with those in the rest of the 
world. The temptation for -Japa- 
nese' and foreign investors to 
shun an ything and everything 
denominated in yen is over- 
whelming without seme realistic 
hope of policy rhang p sufficient 
to restore confidence. 

Policies that simply buy time 
will not pre-empt deflation In 
Japan. Without decisive action, 
disaster lies ahead 


Monetary blues 




Eddie George, governor of the 
Bank of England, is to be con- 
gratulated For a central bank 
governor to admit he may have 
made a mistake is almost as 
surprising as for a Pope to 
agree he is fallible. Mr George 
Is not just candid; he is right 
Given the chancellor’s failure to 
hit the consume 1 harder, mone- 
tary policy should have been 
tightened further. . . 

Earlier this month, the mone- 
tary policy committee decided 
to raise interest rates from T% 
per cent to 7V» per cent The 
weakening of sterling and the 
rise in underlying annual earn- 
ings inflation, from 46 per cent 
to 49 per cent, were cited as the 
most important causes. The 
news this week can only have 
made those who voted for 
higher rates more confident 

Underlying earnings inflation 
was &2 per cent in March, up 
ETOm a low of 3.3 per cant in late 
1S95. Over that period, unem- 
ployment, on the ILO definition, 
has fallen from &3 per cant to 
6.4 per cent It already seems 
below the level at which infla- 
tion stays stable. The rate at 
which ea rning s are rising is 
worrying and asto n is hi ng. How 
can the very manu f acturers 
who whinge about high sterling 
and punishing interest rates 
raise pay (including bonuses) 
by 5.6 per cent over the year to 
March? But retail price infla- 
tion is also a consideration. 


with the chancellor’s target 
variable up SJt per cent in the 
year to May. 

The MPC*s calculation is 
straightforward Members know 
that inflation has been kept 
down hitherto by the soaring 
exchange rate; that unemploy- 
ment is too low to keep pay 
inflation in check; that the rise 
in earnings is already probably 
too fast to be consistent with 
the inflation target; and that 
last week's spending statement 
means fiscal policy is going to 
be neutral, at best 

At the same time, real domes- 
tic expenditure rose 44 per cent 
in the year to the first quarter 
of 1998. This must be more than 
halved. Trite, in the short term 
domestic flannwifl may be able 
to grow faster than output, as 
the current account deterio- 
rates. to the longer team, it can- 
not do so. Moreover, output 
growth itself must be brought 
below potential. 

The only question is whether 
the monetary tightening is 
enough to do so: Consistently 


gests it is not Still higher inter- 
est rates are probably needed, 
leading to a politically unpopu- 
lar, perhaps budget-wrecking, 
economic slowdown. It may 
turn out to be '‘slowflation” 
rather than stagflation, with 
growth modest,' bed positive It 
will take the . shine off New 

Labour, all the same. 


Issues of trust 


* 


Alan Greenspan’s remarks to the' 
US this week cm competi- 
tion. policy were a salutary inter- 
vention on a sadly mudd led topic. 
Ostensibly, the Fed chairman 
was talking about the current 
merger wave, cm which ha was 
suitably relaxed. Between the 
lings, his speech also addressed a 
more delicate question: official 
policy oa those twin pillars of US 
technology, Microsoft and Intel. 

In /essence, Mr Greenspan’s 
stance is robustly pro-market. It' 
is scarcely possible, he said, to 
A p^e that trirst-busting works fo 
' v any given case. One cannot tel) 
how the market would have 
evolved without it Suppose Stan- 
dard Oil had not been broken up 
in ifllL .Gan we prove it would 
have sustained its monopoly 
against such new entrants as 
Shell and Texaco? 

In today’s fast-changing 
nology markets, pntUetjon is 
even less possible. An d as t he US 
government is well aware, plac- 
ing broad restrictions on Mere- 
soft and Intel could involve it fo 
a ludicrous attempt to prescribe 
the evolution of these markets as 

a matter oT industrial policy. 

This is not grounds for compla- 
cency. When Microsoft i raorP°- 
rates a browser into its software, 
the threat is not confined to 

browser producers -■ and 
were to include a modem mits 
chip, more than modem makers 
would be affected. , 

Granted, consumers benefit m 


the first. instance. An analogy 
could be drawn with 7 supermar- 
kets, which offer a wide range of 
goods cheaply hj one location, 
-while specialist corner stares suf- 
fer accordingly. But few. of us 
would feel easy if ti^e were only 
one global supermarket chain, 
and all tirn corner shops bad been 
driven out of buxtoess. ■ 

Nor is this impossible in this 
case. The so-called Wlutel combi- 
patirn j 3 now a standard: and 
standards. espeds|Dy when they 
involve networks, can be very 
hard to shake. As Mr Greenspan 
points out,- computers use the 
Qwerty keyboard not because it 
is i d eal, but because it is there. 

But the central point still 
holds: in this business, prediction 
is a mug's game. Microsoft nearly 
missed the advent of the internet. 

Next time, it may be lass lofty, ft 

remains to be seen bow well total 
will cope with the advent of the 
ultra-cheap personal computer, 
for which some of the subtlety 
and expense of the Pentium chip 
is rawing redundant 
None of this rules out the risk 

of the two companies abusing 
their monopolies meanwhile- u 
they do, they should be stopped, 
total, for instance, stands 
accused oE selectively wrthhold- 
w information on ft® techn ology 
to punish companies which have 

inMnsnMmt 


accuSBu »■ ui v 

But that is a matter of detail. The 
broader message is: if in doubt, 
(nut the markets. 


Digital TV’s brave new world 


From next week, the UK will become a testing ground for digital television. John Gapper looks 

at the likely reaction of investors- and consumers 


W hen British Sky 
Broad casting, the 
UK pay television 
company, switches 
on Us SOOdumnel digital service 
next weft, a new era in televi- 
sion will arrive - very quietly. 
Although almost no member of 
the public wfl] be able to appreci- 
ate it until later in the year, the 
UK will become the first country 
in the world to have digital tele- 
vision in, all its f o r m e 

BSkyB’s pilot broadcasts will 
come after the BBC this month 
inaugurated digital broadcasts 
from terrestrial broadcasting 
masts, a technology the UK la 
pioneering. By next year, when 
the UK's cable companies start to 
transmit pictures digitally, view- 


ers will be spoilt for choice by 
hundreds of channels. 

Britain will not lead for long. 
Other countries, including 
Prance and the US, have already 
introduced digital satellite or 
cable broadcasts. Terrestrial ser- 
vices of the sort being launched 
in Britain will follow soon. Gov- 
ernments are eager to clear tele- 
vision gi gnalc from the analr^riv. 
spectrum so they can auction the 
capacity to mobile communica- 
tions companies. 

For a year or two, however. 
Britain will he the testing ground 
for an experiment in consumer 
choice. This autumn will see 
BSkyB's frill launch of its digital 
services, complete with pay-per- 
view films and bundles of chan- 
nels devoted to different genres 
of programme. That wfQ be fol- 
lowed in November by a digital 
terrestrial service of up to 30 
channels. The signals so far are 
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mixed. 

However exciting the technol- 
ogy itself; investors in UK televi- 
sion companies have reacted 
gloomily. The UK pay television 
market has been dominated by 
BSkyB since it was formed in 
1990. For BSkyB’s investors, at 
least, digital has been a byword 
for rising costs and uncertain 
revenues. 

A measure of the disappoint- 
ment has been the fall in. 
BSkyB’s share price from 69lp in 
October 1996 to a low of 36lp last 
February, cutting tile company’s 
value by £&5bn before a recent 
recovery. Other gro up s exposed 
to digital have also also suffered. 
“There is pain before the plea- 
sure, 1 * remarks Neil Blackley, a 
media analyst at Merrill Lynch, a 
US investment hank. 

The essential difficulty Is that 
digital signals vnfl virtually end 
capacity constraints. This, of 
course, is what makes the new 
world of digital television so dif- 
ferent from current broadcast 
analogue television- 

But it also makes tt possible fin- 
others to come in and compete 
with early leaders, such as 
BSkyB. British Digital Broadcast- 
ing (BDB), for example, is to 
launch a ISchannat service later 
this year, to create an alternative 
to Sky Television. . . 

The BBC has also been pursu- 
ing the opportunities created by 
digital broadcasting. As one of 
the world’s most powerful state 
broadcasters, owning an unrival- 
led literary of drama and docu- 
mentary programmes, it has 
struck a- series of commercial 
deals to create new pay television 
channels, as well as planning 
new public service ones. - 

In spite of tins, Mark Booth, 
BSkyB’s chief executive, remains 
upbeat He argues that digital 
technology gives BSkyB the 
opportunity to reinvent pay tele- 
vision, 

“You do not go to a record 


store because you want to hear 
10,000 records,” says Mr Booth. 
“Yon do it Because you are confi- 
dent they will have the one you 
want.” He says capacity limits 
have, until now, prevented broad- 
casters from meeting the precise 
demands of consumers. Sky Digi- 
tal will change all that. 

Mr Booth gives the example of 
documentary programmes. Under 
analogue, subscribers might only 
have received one documentary 
channel such as Discovery Chan- 
nel “You might like documen- 
tary programmes in general, but 
not the one you see when you 
switch on. ff you have five docu- 
mentary channels, there is bound 
to he something on that interests 
you." he says. 

He argues that digital televi- 
sion broadcasting is more akin to 
magazine publishing than tradi- 
tional analogue broadcasting. As 
more channels can be squeezed 
into the same spectrum, the cost 
of broadcasting individual chan- 
nels falls. This allows programme 
producers to create channels 
based on consumer niches, just 
as magazine companies do. 

As well as broadcasting mare 
channels, BSkyB is to devote a 
lot of capacity to “timeshifting" 
programmes. By spreading its 
film output across eight chan- 
nels, it will enable the same fiy»s 
to be shown at half-hour inter- 
vals. It is also devoting 48 chan- 
nels to a new pay-per-view film 
service, with viewers paying 
E2J99 per film. 

BSkyB’s view that broadcasters 
will find demand for new digital 
services is shared by Flextech, a 
UK company that has struck a 
deal with the BBC to create chan- 
nels from its archive. The one 
thing we know from history is 
that people always want the max- 
imum amount of information 
available r says Adam Singer, 
ETextech’s chairman. 

The assumption is certainly 
wttespread not only in the UK 


but e v ery wh ere. It lies behind the 
ambitious uses of digital capacity 
by BSkyB. But will it turn out to 
be true? 

BDB has the digital terrestrial 
capacity for only about 15 chan- 
nels, although this could rise 
with compression techniques. It 
argues that this is all most UK 
consumers really want 

The average UK viewer already 
watches about three and a half 
hours of television a day. They 
are unlikely to seek more. BDB 
argues. “People now embrace 
multichannel television, but they 
say they want between six and 10 
channek, and even within that, 
they tend to like the same ones," 
says Nigel Walmsley, chairman 
of Carlton Television, which co- 
owns BDB. 

1 suspect people are going to 
watch television in much the 
same way they have , always 
watched it They will .devote meet 
of their time to watching the 
channels they have always 


‘The one thing we 
know is that people 
always want the 
maximum amount 
of information 1 


watched, and perhaps a third to 
others," says Mr Walmsley. BDB 
is to carry premium channels 
supplied by BSkyB, and pay 
channels supplied by Flextech, 
Carlton and Granada (BDB’s 
other owner). 

Some resistance to large pack- 
ages of cbannwiv may have been 
created by BSkyB itself, as Mr 
Booth concedes. In the past few 
years, the company has raised 
prices as it has added channels to 
its Sky Multi-Channels package. 
"BSkyB has been aggressive with 
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Gaulle stones 
lor Chirac 


As If having to share power wftft 
troublesome sodafists and traipse 
round aH those European summits 
wasn’t bad enough. Jacques 
Chirac is fadrg an attack from tes 
own poffticaJ heartland. The French 
president has been told that the 
RPR, the centre-right party he 
nefounded in 197E, is noJongerflt 
to cal itself “GauBsT. . 

ft would be easier -for Chirac to 
shrug off Ihe attack If Ks opponent 
were anyone other than Maurice 
Druon, the grand old man of 
French letters and long-time 
associate of General de Gaulle 
himself. Druon - who wears 
Mexico’s Grand Cross of the Aztec 

Eagto alongside his legi on 

Cfhonneur- reckons ihe RPR has 
lost Its way since Chirac got the 
show back on the road more than 
20 years ago. Nowadays, says the 
80-year-old novefet, thinker and 
forma' culture minister, ft’s just a 
poflttcal machine to elect 
presidents. . 

Hash but predictable criticism 
from one erf the venerable general's 
compognons da fwte? Perhaps. 
But it has added piquancy, given 
Onion’s position at the helm of one 
of France’s most -highbrow 

Institutions: the author of 
■Reformer la d&nocmtie' and *La 
culture at rbtar bSso cadis the 
shots at ihe Acad&nfe Frang afe a. 
guardian of the Fr«tch language 

and the ultimate sticWer for 
accuracy when tt comes to naming 


names. Maybe Chirac really win 
have to ckop the Gaulllst tag. 


Blooming 


You have to wonder whether 
Hungary is taking setibusfy Rs 
commitment to join the Nato 
military aBiancs. Front-runner In the 
race for the post trf defence 
minister is one Janos Szabo, a 
refettveJy unknown lawyer and 
former cfirector of the Budapest 

Funfair Company. 

- Szabo, 57, is the choice of 
Jozserf Toigyan, leader of 
theSmaHhotefere’ Party which holds 
a key rote in holding together 
Hungary's governing coafitfon. The 
rural-based Smallholders havo 
been allocated four ministerial 
po rt fofoa, including defence, and 
the unpredictable Torgyan 
nominated Szabo ahead of more 
tarn Ear candidates. 

Szabo himsetf doesn’t accept 
that he’ll be out of Ws depth in the 
world of bombs and bidets. He 
points out that he’s an experienced 
manager whose career blossomed 
during 10 years tending Sasad. a 
flower-grower more famous for Its 
tufips than tanks. 

Grumbles one foreign diplomat 
•Defence Is difficult enough without 
trying to beat ploughshares into 
swords." 


Pitta patter 


The latest casualty of the upheaval 
in Greece’s banking sector is 
George Pattafeos, managing 
-director of Bark of Athens and the 


only Greek banker In recent 
memory to have downsized a bank 
without failing foul of the country's 
hyperactive trade unions. 

Pattatos, who uaed-to run 
ABN- Amro's branch network in 
Greece, steered Bank of Athens 
out of toe red last year and wanted 
more capital to play with. The 
parent company, Korea's Hanwha 
Group, deckled Instead to 
concentrate on Its core business of 
making explosives; so Bank of 
Athens has been sofcl to an outfit 
controlled by the London-based 
Latsis shipping and oil group, and 
Pattatos is on his way out 

Sffl, Ns canny management 
style should be in demand as 
Greece's banks struggle to 
restructure. Ionian Bank, one of 
three due to be privatised this 
summer, has been on strike for 
almost six wefts In protest But 
when Pattatos quietly cut 25 per 
cent of Bank of Athens' workforce 
in January, its union staged only 
one token protest - a 
tvro^d-«-W-hQtrstoppege - 
and apologised to customers for 
the inconvenience. 


Embassy No2 


The dty of Saigon, now officially 
known as Ho Oil Wmh City, is 
about to say goodbye to one of its 
most famous landmarks; toe old 
US embassy on Le Dusn Street - 
backdrop to the final, dramatic 
scenes of America’s military 
involvement in Vietnam - is being 
demolished. 

it was Aprfl 1975 when US 


miBtary helicopters plucked 2,000 
American and Vietnamese civilians 
from the embassy roof and 
compound, while at the gates US 
marines held back thousands more 
who were trying to escape. The 
building, virtually unchanged since 
then, housed state-run oil company 
Petravietnam until it was handed 
back to toe US government four 
years ego. 

Demolition doesn't meen that the 
Americans are leaving again; work 
wiBsoon begin on a new 
consulate, for which US secretary 
of state Madeleine Albright laid the 
foundation stone last year. 

Needless to say, the red-granite 
monument erected in the 
compound by the Vietnamese, to 
co mm emo ra te ihe Viet Cong 
suidde squad that fought its way 
into toe embassy during the 1968 
Tat Offensive, has been moved to 
toe pavement outside. And there It 
will stay. 


Ringaskidding 


Vtegra is doing wonders for 
Ireland’s performance - even 
though toe anti-impotence drug is 
not yet officially avaBabte on the 
Emerald l$i& 

Pfizer manufactures one erf 
Viagra's key Ingredients at Its plant 
in Rlngaskiddy, County Cork, and 
statisticians say record-baking 
demand in toe US is responsible 
for toe country's frisky trade 
balenca Total experts up by 29 
per cent in the first three months 
erf this year - that reafly is 
something to smRe about 
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its pH ring in the past, and there 
is a trust issue we are committed 
to turning around," be says. 

The companies are working 
hard to convince the three-quar- 
ters of British viewers who have 
so far rejected pay television 
change their minds. Both BSkyB 
and BDB are to subsidise the 
retail price of the set-top boxes 
required to decode digital signals. 
This will mean consumers will 
only have to pay £200 per box, 
rather than the £400 they actu- 
ally cost. 

The companies will also spend 
large sums an marketing, with 
BSkyB's planned ElOOm cam- 
paign among the largest ever 
seen in the UK for any new prod- 
uct But the most optimistic pro- 
jections of take-up of digital ser- 
vices (see chart) rely on the 
government eventually switching 
off analogue signals, forcing 
everyone to. switch to digital. 

Even if there is demand for dig- 
ital channels, there may not be a 
lot of suppliers. The UK pay tele- 
vision market is younger and 
much smaller than the US one. 
Some 6m UK homes subscribe to 
multichannel pay television ser- 
vices, compared with 67m homes 
in the US taking cable television. 
This makes it far harder to create 
UK pay television channels. 

"The UK market will have as 
many digital channels as people 
are prepared to lose money on," 
says Mr Singer. He argues that 
few are likely to attract enough 
advertising to make a profit “In 
the US, you can be a standalone 
channel and do very nicely, but 
here it is bard. Six million homes 
will not support many new chan- 
nels,” he says. 

Because digital capacity means 
a proliferation of channels, 
broadcasters are unwilling to 
spend as much on each one as 
ihe traditional mains tream net- 
works. The BBC and ITV are 
spending about £20m each on 
BBC Choice and the new ITV2 


channel. This compares with 
BBCl’s annual programme bud- 
get of £650m. and ITVs expendi- 
ture of £60Qm on network pro- 
grammes. 

BSkyB has also adopted a 
tough bargaining petition with 
its programme suppliers for the 
digital service. While the average 
analogue channel might have 
received about 25p per subscriber 
per month from BSkyB, it has 
offered less for digital channels. 
That means channels must either 
find more advertising, or spend 
less on programmes. 

Although Mr Booth insists that 
the digital era will be “a fertile 
environment for entrepreneurs", 
most others argue that estab- 
lished producers such as large 
ITV companies and the BBC 
stand to gain more. They will be 
able to gain revenues by supply- 
ing programmes to new channels, 
without relying on digital for 
their core profits. Indeed, some 
argue that the BBC is in the best 
position of all, with an archive 
regarded as being as valuable 
around the world as that of Walt 
Disney, the US studio. 

Mr Walmsley of Carlton says 
that higher quality programmes, 
such as dramas on which net- 
works spend about £500.000 per 
hour of output, will be more valu- 
able because they can be 
repeated on digital channels. 
“Digital enhances a secondary 
market for programmes, so free- 
to-air networks gain more 
chances to recoup their original 
investments," he says. 

Entrepreneurs trying to start 
channels for digital services face 
a more uncertain future. Mr 
Booth says the breakdown of con- 
straints on broadcast capacity 
will allow more people to estab- 
lish new channels, but admits 
many will fail. He says: "If you 
have an idea, digital vriH allow 
you to try it out. But those Ideas 
that don't work will he punished 
swiftly." 


100 years ago 


Flrench Ministerial Crisis 
Paris, 17th June. M. Rtoot was 
received at Ihe Bysee this 
afternoon, and was invited by 
the President of toe Republic to 
form a Cabinet M. Ribot 
accepted the task upon 
condition that he should first 
have time to consult his friends. 
Should M. Ribot succeed in 
forming a Government, the 
Cabinet win probably comprise 
MM. Dupuy, Freyrinet, Peytral 
and Sarrieu. Later the efforts of 
M. Ribot to form a Cabinet have 
not met with any great success. 
The Radical politicians with 
whom he has consulted are not 
fneffned to take office unless a 
comparatively large proportion is 
allocated to their party. 


50 years ago 


Planters Armed In Malaya 
Kuala Lumpur, June 17. Planters 
and estate labour throughout 
toe country are befog formed 
irrio special constabularies for 
their own protection end for the 
maintenance of order during toe 
present emergency. A 
considerable number of Sten 
guns are being issued to police 
constables and also to planters 
who have a knowledge of their 
use. Arms and ammunition 
taken from Communist dumps 
throughout 1 toe country are now 
befog cleaned tar use. 
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THE LEX COLUMN 


Rubinomics 


Robert Rubin's statue in foreign 
exchange market folklore seems assured. 
Having rescued the dollar in the summer 
Of 1995, the US Treasury secretary Is now 
doing the same for the yen. Traders were 
caught in a classic bear trap: they mis- 
read Mr Rubin last week and believed 
the US was indifferent to the level of the 
yen. So yesterday's central bank inter- 
vention. caught them not only by sur- 
prise but massively short. 

Mr Rubin’s timing may have been 
excellent, but the question remains: why 
did the US seek to bolster the yen? The 
cynical will say that the damage washing 
up on Wall Street on Monday did the 
trick. More likely it was the bad eco- 
nomic data coming out of China, coupled 
with a distinctly chilly edge to Betting's 
rhetoric. The unthinkable - the devalua- 
tion of the renminbi - appeared to draw 
closer. The last thing the US wants Is for 
President Bin Clinton’s visit to China 
next week to be overshadowed by eco- 
nomic turmoil 

Longer term, the US also loses out if 
another downward ratchet in Asia 
further discredits global capitalism. 
Moreover, you can have too much of a 
good thing. Until recently the US may 
have jud ge d that the aiump in yen 
was a useful spur to action In Tokyo. But 
its recent fall had a panicky feel to It, 
with ramifications across global markets. 

Having won round one, it now falls to 
Larry Summers, Mr Rubin's dqxuty, to 
follow through during his visit to Tokyo. 
How will he do tide? Ideally, there would 
be two elements. On the fiscal side, there 
would be a mfmTnltnmn* to CUt ft™* to 
lower western levels and a pledge, if nec- 
essary, to implement a further fiscal 
stimulus. Just as important, the govern- 
ment must spell out a credible plan for 
dealing with the bad loan problem, once 
and for all 

Is this the bottom for the yen? Every- 
thing depends on how Japan responds to 
Mr Summers' visit. Disapp o intment risks 
sending the yen into free fall. But given 
that Mr S umm er s is weQ aware of thin 
risk, one must assume he is confident 
the Japanese will deliver. If they do, this 
should mark the turn in the yen. A 
strong message from the central banks, 
meaningful structural reform in Japan 
and the prospect of economic recovery 
would underpin this scenario. Japan, of 


Yen.. 


UK economy 






course, still holds snares for investors. 
But the yen is less likely to be one of 

tli pm 

AT&T/AOL 

Michael Armstrong's latest salvo 
shows just how for AT&T has came in 
the year since he took over the previ- 
ously staid telecommunications group. 
Wooing America Online may seem odd 
given the Internet service provider’s less- 
than-reliable customer service record. 
But consumers - and the stock market - 
seem to have forgiven AOL for last 
year’s connection problems. Moreover, 
its i 2 m members have become more 
valuable now AOL is focusing on adver- 
tising and Internet commerce rather 
than subscriptions. AT&T WorldNet, 
with inferior Infrastructure, faces new 
competition from MCI and Splint ven- 
tures. AOL is the obvious quick-fix. 

Armstrong has already AT&T’s 
gaping hole in the local telecoms busi- 
ness with his f ll.3bn acquisition of Tele- 
port With AOL on board, Armstrong 
would be able to package long-distance, 
local and internet services to customers 
In an attractive bundle. The only snag 
seems to be that AOL may not want to 
sdL Furthermore, while Armstrong may 
be willing to raise his offer for a strategic 
gem, he may not be the only suitor, 
NBC’s recent stakes in two gmaiier web 
companies are a sign, that witufla and. 
telecoms companies are In the market for 
internet property - and AOL sharehold- 
ers have some prime real estate. 
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This month's rise in UK interest rates 
initially gave the impression the Bank of 
wngianrt was on top of inflation. Briefly, 
long-run inflation e xpectations - as mea- 
sured by the difference between conven- 
tional and index-linked bond yields - 
almost converged on the government's 
per cent target. No longer. This 
week's news on price and wage inflation 
suggests the Bank is behind the curve. 
Eddie George, Bank of England g over nor, 
used to be fond of the homily “a stitch in 
time saves nine”. Nine more stitches 
should not be needed. But this month's 
was probably not the last 

Billiton 

At first sight, a buy-back from Bfflitan 
looks perverse. It is less than a year 
since the petals group floated, raising 
$i.5hn. Now it plans to spend about a 
third of that barely touched pile buying 
shares back. Meanwhile, investors have 
been burnt. Yesterday's closing price of 
137Vap is nearly 40 per cent below the 
fiq ta rio 11 level, as fotijp g Asian consump- 
tion has punctured commodity prices. 
Salt had recently been rubbed in Inves- 
tors’ wounds by a stock overhang after a 
big South African investor cut its stake. 

Fortunately, yesterday's announce- 
ment represents a belated attempt by the 
management to stop the rot. Signalling a 
buy-back puts a floor under a share price 
that has slid well below net asset value: 
the cash alone Is worth about 50p a 
share. As the group would still have 
about S2-5bn spending power, such a 
move hardly constrains it The net profit 
promise of $456m for the year about to 
end should also steady nerves. A 
price-earnings ratio erf little more than 10 
sufficiently fliurnimts more bad news on 
metals prices. 

Billiton does, however, look a bit lag- 
gar dly In snapping up assets in 
depressed markets compared with Its 
venerable peer Rio Tinto. It has also 
been less adept at selling its story. Rio 
Tinto has said it will cut $30Qm from 
costs; Billiton just baldly states It is a 
low cost producer. Burnt investors 
deserve more attention if they are to 
regard the company as more than a play 
an the aluminium price. 
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Norwegian central bank 
attacks government policy 

Handling of economy condemned for undermining competitiveness. 


By 71m But to Stocttwbn 

Norges Bank, the central bank of 
Norway, yesterday issued a damning 
indictment of the government’s han- 
dling of the country’s economy, 
warning it was unflermhitHg compet- 
itiveness and fuelling inflation. 

The central bask said in a state- 
ment that its advice for a .fighter 
fiscal policy had been largely 
ignored and that wage growth - 
projected at 6 per cent this year - 
was likely to be three percentage 
: points higher among Norway's 
trsdio^ partners, 

Kjell Storvib, the central bank 
governor, said he warned, the 
fiw9ww» ministry last year that fiscal 
policy bad to be tightened by around . 
L5 per cent to slow economic 
growth. 

“The fiscal policy programme for 
1908 should have been tighter than 
proposed," he added. 

The bank forecast that rapid wage 
growth would reduce the competi- 
tiveness of Norwegian manufactur- 
ing industry by 12 per cent in the 
five years up. to 1999. 


Members of Norway's minority 
coalition government yesterday 
expressed dismay at the tone of the 
central bank's quarterly 
inflation report, which forecast 
consumer price inflation of 2.5 
per cent this year and 3 per cent in 


'A revised budget proposed by the 
three-party coalition, which came to 
power last autumn, has been 
blocked in Norway’s parliament, the 
Storting, After opposition parties 
warned that fiscal policy was. too 
loose to prevent overheating hi the 
ail-rich economy. 

■ The revised budget, currently stal- 
led in parliament. Includes a fiscal 
tightening equivalent to per cent 
of gross domestic product, . double 
the figure proposed -in the 1998 bud- 
get last December. ■ ’ L 

. pears that the budget yraald feil to 
damp • economic 1 . growth - have 
recently undermined the Norwegian 
krone. 

Last month, the central bank 
intervened to Shore up the currency 
by raising interest rates by 0-5 per- 
centage points to 435 per cent. 


Yesterday, Mr Stonrik saMi "The 
deliberations on the revised national 
budget do not give the Impresriaw at ' 
fiscal policy as an appropriate an d 
effective instrument for steNH s fo g 
the economy" - , . 

The central bank has warned for 
some time that it should he- jffl ag; . 

greater freedom to use ‘ 

- icy to help regulate the economy.*^ 
present, the bank is allowed 
interest rates only to proteettaf 
krone. •- '■ 

“When monetary policy la dmfc- 
flned to stabilising the exchange##-;. 
yifl trimmes policy foils tOpWy'lj^ 
rote, fiscal policy wifl h*w to m. 
even more effective.” said Mr Sor-- 
vlk. 

Audun Gfeaosvik, chief economist 
a£ Christiania Bank, warned that the 
economy would overheat If 4fec*^ 

measures were not tightened in this, 
autumn's "annual budget 
■Domestic demand is growing too 
strongly and there is not suffletad- 
capacity to expand the manufactur- 
ing sector," he said. ' 

“It is the type of situation we 
wanted to avoid." 


US senators urge Rubin and 
Greenspan to end bank law row 


By Richard Woffle to Wasbtagtou 

US - senators yesterday urged the 
Federal Reserve - the central bahk - 
and the US Treasury to resolve their 
bitter dispute over the reform of 
archaic banking laws as the row 
between the two sides threatened to 
scupper new legislation. 

Alan. Greenspan, phaimum of the 
Federal Reserve, and Robert Rubin, 
Treasury secretary, accused each 
other of backing proposals that 
would undermine the US banking 
system. 

Senators called for a compromise 
to allow the “historic’’ passage of the 
ffaanrfai services MIL which was 
passed by a majority of ona in the 
House of Representatives last 
month. The law would overhaul 
Depression-era and post-war legisla- 
tion, which largely separates hank- 
ing, securities and insurance. 

The dispute centres on the corpo- 
rate structure of financial conglom- 
erates emerging from the recent 


wave of mega-mergers. 11113 included 
theglGSba deal between Citicorp and 
TravelersGrotq?. 

* .Unless the financial laws are 
reformed within five years, the 
newly-formed Citigroup will be 
forced to saQ. ’Travelers’ insurance 
underwriting business. 

The Federal Reserve backs the 
current bill, which would require 
fl nw Tigiat companies to place new 
operations in an afflnafca of a bank 
holding company rather than a sub- 
sidiary of the bank itsel£ That would 
Shift regulation of the finandal con- 
glomerates away bran the lYeasury 
to the Federal Reserve. 

Speaking to the Senate banking 
committee. Mr Cfreenspan said the 
Treasury's proposals would widen 
the government's insurance of bank 
deposits to other financial busi- 
nesses and markets. He said this 
would lead to the spread of “moral 
hazard” to brokers and insurers, 
who would no longer be folly respon- 
sible for their own losses. 


Mr Rubin countered by arguing 
the bill would shift bank policy, “a 
key component of economic policy*, 
away from the elected government 
to the uneJected Federal Reserve. Hq 
had already threatened that the 
adminis tration would veto the legis- 
lation In Its present form. 

Mr Rubin said the new laws would 
restrict the freedom of financial ser- 
vices groups to choose their own cpr- 
porate structure and allow financial 
companies to avoid their responsibil- 
ities to serve deprived communities. 

Alfouse D‘ Amato, chairman of the 
senate banking committee, said: “It 
is really unacceptable to suggest or 
think that two of the world’s pre- 
mier experts in this area cannot 
come together and forge a compro- 
mise based upon what is best for the 
health of this nation.” 

Mr D’Amato. who has previously 
seemed unenthuaiastic about pass- 
ing the legislation this year, said 
there was nothing to be gained by 
deferring the debate. 
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Rare glimpse info Swiss vaults 

Evaluating the worth of Switzerland’s private banks 
is difficult because they rarefy come up for sate, 
and those that do often change hands behind a 
veU of secrecy. The sale of Banca della Svizzera 
(taflana, Lugano's oldest bank, offers a rare insight 
Into the world of Swiss private banking. Page 21 

America Online shares jump 6% 

Shares in America 
Online leapt almost fi 
per cent after it emerged 
that the world's leading 
online service had 
rebuffed a takeover 
approach from AT&T, 
the US’s largest tele- 
communications com- 
pany. AT&T approached 
AOL several weeks ago 
with an offer, which was 
said to have valued AOL 
at. $32bn-$33bn. Under Michael Armstrong 
(above}, its new chairman, AT&T has set out to 
expand into new markets to add to its core 
tong -distance business. Page 22; Lex, Page 16 

PAL may have to reschedule debt 

The Philippine National Bank said Philippine Air- 
lines, the strike-hit carrier, might have to 
reschedule part of its $1.96bn debt PAL said it 
had lost more than 2 bn pesos ($47m) as a result 
of the pilots' strike, on top of the $200m loss It 

* suffered in the year ending March 1998. Page 2D 

,’d 

Stronger yen lifts Korean stocks 

The Seoul stock market enjoyed its biggest ever 
one-day rise yesterday, boosted by the yen's 
renewed strength and arbitrage trade between the 
spot and index futures markets. The market also 
welcomed President Kim Dae-jung's commitment 
to proceed with economic reform. Page 38 

Associates Corp raises E500m 

Associates Corp, the consumer finance group 
spun off from Ford, became only the second US 
corporate to issue in euros yesterday, following 
General Motors Acceptance Carp Into the market 
with a E500m floating-rate note issue. Page 28 

Green light for China Eveibright 

China Eveibright International, one of the Hong 
Kong-listed companies under the arm of China's 
State Council, has won shareholder approval to 
take control of Kumagai GumL Page 20 

jffiriglrter outlook for Turkish market 

‘Turkey remains one of the better-performing 
emerging stock markets this year, In spite of a 
decline in dollar terms of about 12 per cent since 
January. Political optimism is helping, but the main 
drive is corning from signs that Turkey's rampant 
inflation is being brought under control. Page 38 

Australian banks seek freedom 

Australian bankers warned that the country's larg- 
est banks were at risk of felling behind foreign 
competitors In toe domestic market If the govern- 
ment did not lift merger restrictions. Page 20 
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Five groups in pulp mill battle 


By Greg Mctar in Stocfcbobn 

Five international forestry 
groups, including four from 
Scandinavia, are competing to 
build a 3960m pulp milt in 
Latvia - one of the biggest 
direct foreign investments in 
the Baltic region. 

A joint venture between 
MetsS-Serla, the Finnish for- 
estry group,, and SOdra of 
Sweden, the world's biggest 
producer of softwood, or long- 
fibre, palp, is bidding against 
Enso of Finland, Sweden’s SCA 
and Toleram of Singapore 

The plant, which Is to be 
boilt on a greenfield site 
160km south-east of Riga, the 
Latvian capital, will be one of 
Europe's biggest pulp mills 
with annual capacity of 600,000 


Forestry rivals compete to win $960m Latvian project 


tonnes of softwood pulp. 

The scheme reflects the Lab 
vian government’s ambition to 
develop the country's exten- 
sive forest base. - 

About 42 per cent of the 
country is covered by wood- 
land, much of it virtually 
untouched. Forestry Is Latvia's 
most important export indus- 
try, accounting for more than 
a third of export revenues last 
year. 

MetsS, through its parent 
company, Metsaiiitto, and 
SOdra are seen as front- 
runners for the contract owing 
to their strength in market 
pulp production. 

IHf Gunnarsson, a senior 


SOdra official, said: “We under- 
stand that these resources of 
poipwood are going to he util- 
ised in the near future and, if 
that is going to happen, SOdra 
certainly would like to be 
involved." 

He said SOdra and Metal 
were considering a three-way 
joint venture with the Latvian 
government under which each 
party would own a one-third 
stake in the win. 

Additionally, the two com- 
panies would require the Lat- 
vian government to fond infra- 
structure improvements and 
provide tax breaks. 

Virtually all the plant's out- 
put would be exported to Euro- 


pean markets. 

Metsa and SOdra have 
already studied logistics and 
wood availability around the 
planned site and they expect to 
complete a more detailed 
feasibility study later this 
year. 

Latvia is a large exporter of 
timber to Nordic and other 
European markets - in partic- 
ular to Sweden and the UK - 
far which it is the second larg- 
est source of sawn wood. 

Construction of a modern 
pulp factory underlines the 
country's determination to 
shift the emphasis of its forest 
industry from raw material 
supply to the export of more 


value-added products such as 
pulp and paper. 

The plant, to be built near 
the Daugava river, would be 
by far the biggest forestry proj- 
ect In Latvia and one of the 
largest foreign Investments in 
any of tbe three Baltic repub- 
lics following their indepen- 
dence from the Soviet Union in 
the early 1990s. 

Arvids Ozols. of Latvia’s 
state forest service, said 27 
companies had been canvassed 
to take part in tbe project. 

Talks were in progress with 
the four applicants and 
detailed negotiations would 
start with one or two by the 
end of this month or in early 
July. 

Keystone to growth, Page 28 


Billiton 

plans 

$500m 

share 

buy-back 

By Kenneth Gooding to London 


Billiton, the mining and 
metals group, yesterday 
announced its intention to buy 
back up to 10 per cent of 
its shares, which at the pres- 
ent price would cost nearly 
SSOOm. 

The move came just one 
year after Billiton raised 
£949m ($L5bn) with a listing in 
London that took It straight 
into the FT SE1Q0 index. 

Billiton’s share price 
responded positively, moving 
up 85 per cent to 137Vip. 

Nevertheless, the shares 
remained 38 per cent below the 
level of 221%p reached in July 
last year when Billiton was 
spun off from Gencor of South 
Afrlcaand 45 per cent down 
from tbe peak of 249’/ap in Sep- 
tember. 

Mick Davis, finance director, 
said the buy-back did not 
mean that Bfflitrai was reneg- 
ing on its promise to diversify 
and grow by acquisition. 

“It hasn’t altered our focus 
on expansion at all and we are 
looking at some opportunities. 
But we had to recognise that, 
at today’s price, it represented 
tremendous value to our share- 
holders to buy back our own 
shares." 

'Hie scheme would enhance 
earnings and the net asset 
value per share and reduce the 
cost of capital 

Billiton also said its net 
attributable profit for the year 
to June 30 would be not less 
than $455m compared with the 
pro forma 6335m far the previ- 
ous 12 months. 

The $455m is in the middle 
of a wide range of analysts’ 
forecasts. 

Analysts were split about 
the buy-back move. 

Charles Kemot, at Paribas, 
said: “Having come to tbe mar- 
ket last year to raise money so 
they could go off hunting for 
assets, it’s strange to see them 
handing cash back to share- 
holders." 

He said that, even, though 
Billiton had about $1.5bn cash, 
there was a danger that, after 
the buy-back, it would load 
itself up with debt at a time 
when base metals prices were 
expected to remain low for two 
or three years. 

However Nigel Rieser, at 
JP. Morgan, said: “This is a 
very well-timed announce- 
ment . The share price bas 
faiiprt by 32 per cent since May 
11, partly in line with the min- 
ing sector as a whole. 

T believe Billiton bas been 
offered a number of assets to 
buy but prices are still too 
high- So buying back its own 
shares looks like the best 
strategy.” 

He said Billiton's price had 
also been affected by tbe deci- 
sion of Sanlam, the South Afri- 
can flTmimial group, to reduce 
its holding in tbe UK company 
from 15.7 per cent to 10-9 per 
cent because of Sanlam's 
demutualisation. 

Dresdner Kleinwort Benson 
bought Sanlam's stake for 
about I58p a share and some 
speculate that Hemwurt stQl 
has 40m to 50m of the 101m 
shares. 

BfllKon intends to ask share- 
holders to approve the buy- 
back plan at the annual meet- 
ing cm October 14- 

It would not be able to buy 
shares tax-effectively until 
April next year after tbe UK 
abolishes accelerated corpora- 
tion tax 


Thorn sells US arm for $893m 


Renters Choice to 
assume lawsuit risk 

By David Btackwefl in London ami 
Richard Tomkins In New Ybrfc 


Lex, Paga 16 


Thorn, the troubled rental 
group that owns Radio Rentals 
in tbe UK, yesterday sold its 
US operations for £545m 
(3893m) and promised to 
return a substantia] amount of 
the proceeds to shareholders. 

The buyer is Renters Choice, 
quoted on Nasdaq and number 
two In the $4bn US rent-toown 
market It will taw"* market 
leader after the acquisition of 
Thom Americas, based in 
Wichita, Kansas, with about 
1.400 stores trading under the 
Rent-A-Center. Remco and 
U-Can Rent names. 

Analysts said the sale was 
notable for two reasons -- tbe 
price was higher than expected 
and the deal absolved Thom 
from any further US legal 
action. “Their exit from risk at 
a good price has caught people 
on the hop," said one. 

The shares reacted to the 
news with a jump of 1%, but 
fell beck to dose up lOVip at 
220 p - still little more than 
half the price when the group 
demerged from Thom EMI in 
August 199& 

The deal needs the approval 
of the US regulatory authori- 
ties. Steve Marshall. Thom 
chief executive, said be was 
confident it would get the 
go-ahead, hut the earliest 
lficely completion date would 
be in August He said that 
while some of the proceeds 
would be used to repay debt, a 
substantial part would be dis- 
tributed to shareholders. They 
would be asked to approve tbe 
sale at the annual meeting cm 



Supporting cast Thom chief executive Steve Marshall amid a group of sttfuesbi London Pteture David Ahmed 


July 15. Tbe sale is the first 
positive news to follow the 
strategic review announced 
last year, which concluded 
there was a gap between the 
market valuation of the com- 
pany and the Kkely valuation 
of the businesses at sell-oft 

Last month Thorn 
announced plans to divest 
itself of all but its core UK 
operations. 

Thom Americas had been 
facing class action litigation in 
some states over allegations 
that its rental purchase agree- 
ments breached the Retail 
Instalment Sales Act and 
usury laws. Thom had set 


aside provisions of £23m for 
actions nearing completion in 
Minnesota and Pennsylvania. 

Renters Choice, which was 
advised by Bear Steams, said 
It would assume liability for 
class action suits in other 
states, adding that the out- 
standing litigation had been 
carefully reviewed and fac- 
tored into the purchase price. 

The US group, which last 
year reported a 44 per cent 
increase in net profits to $ 26 m 
on sales of 6332m, believes the 
merger will lead to greater effi- 
ciencies arising from econo- 
mies of scale, producing cost 
savings growing to 630m a 


year over the next two years. 

It plans to finance the trans- 
action by issuing 6235m of con- 
vertible preferred stock to affil- 
iates of Apollo Management, a 
private Investment partner- 
ship. The balance will be 
arranged by Chase Securities. 

Last month Thom reported 
annual pre-tax profits down 
from £l03xn to £69.6m. It also 
dampened hopes that continu- 
ing takeover talks with a mys- 
tery bidder, widely believed to 
be David and Frederick Barc- 
lay, the hotel and newspaper 
owners, would lead to an offer. 

Comment, Page 23 


Credit 
derivatives 
market set 
to double 
this year 


By George Graham 
and Edward Luce 


The market for credit 
derivatives, which allow bonks 
to trade and insure against the 
risk that their borrowers will 
not repay them, exploded Into 
life last year and is set to dou- 
ble in size again this year. 

A survey of leading banks 
conducted by the British Bank- 
ers’ Association found the 
global market for credit deriva- 
tives grew to 6170bn at the end 
of 1997 from an estimated 
$40bn-$50bn a year earlier. 

Banks expected the total out- 
standing value of credit deriva- 
tives to jump to $350bn by tbe 
end of 1998 and S740bn by 3000. 

Large banks have Invested 
heavily in credit derivatives 
operations, which they see as 
an opportunity to boost trad- 
ing and manage their own 
risks. Until recently, however, 
the products were more talked 
about than traded. 

Volumes have grown much 
faster than most banks expec- 
ted. Today's estimate for the 
size of the market in 2000 is 
more than seven times as large 
as the $100bn figure produced 
by the same survey a year ago. 

Blythe Masters, head of 
credit derivatives at J.P. 
Morgan, said: "The underlying 
credit market is huge. There is 
no real theoretical cap, any 
time in the near future, to how 
much the market can expand." 

Data from US regulators 
show that tbe volumes of 
credit derivatives handled by 
commercial banks in the US 
alone leapt from S97.ibn at the 
end of December to $148.4bn at 
the end of March. 

Investment bankers say 
much of the growth over the 
past 12 months comes from 
trade in emerging market 
paper. Most of this can be 
attributed to the effects of the 
Asian crisis, which has caused 
heavy losses for many banks 
and fund managers. 

Ethan Melster. managing 
director of credit derivatives at 
Credit Suisse Financial Prod- 
ucts, estimates that roughly 25 
per cent of the notional value 
of credit derivatives is linked 
to emerging market bands. 

“Credit derivatives are a 
very efficient way of transfer- 
ring risk," he said. “Tbe Asian 
crisis has alerted many inves- 
tors and banks to the need to 
manage their credit exposure 
more effectively." 


LTCB of Japan 
hit by rumours 


By Mfehfyo Nafcararto and 
agencies in Tokyo 


Long-Term Credit Bank of 
Japan, the nation’s second- 
biggest credit bank, yesterday 
called its second emergency 
press conference in two weeks 
after its shares lost more than 
30 per cent of their value dur- 
ing the day before closing 
down 20 per emit at Y123. 

The hurried move by tbe 
bank to try to gueR persistent 
rumours about its health was 
supported by Hikaru Matsun- 
aga, finance minister, who 
played down the risk of any 
imminent bank failures. 

"Among large financial insti- 
tutions . . .there Is none that is 
close to failing. At this point in 
time I believe there is no bank 
in danger," Ur Matsunaga told 

a pg U*HgTngnfnr y pa tip! 

LTCB said it had asked the 
Securities and Exchange Sur- 
veillance Commission, the 
nation's brokerage industry 
watchdog, to investigate the 
latest speculation that it would 
face a financial crunch 
because of the maturity of 
Yl.OOObn ($7bn) worth of its 
bonds on Friday. LTCB has 
already sued a magazine 
which earlier this month 
claimed the bank faced a 
liquidity squeeze. 

The bank has recently suf- 
fered sharp declines in its 
share price because of mount- 
ing concerns about its alliance 
with Swiss Bank Corporation. 

“The rumours were totally 
^groundless,” said Mgsami 
Snda, vice-president "Our alli- 
ance with Swiss Bank Corp is 
proceeding smoothly. Our 
business Is proceeding 
smoothly with no problems in 
terms of lending or raising 
funds." 

A hank nffli-ial denied fba( 


Umg-TenuCrwa Bank 
Stars price frety V 
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LTCB had such a large amount 
of bonds maturing soon and 
said that the bank bad two- 
year debentures due on Friday 
but that these amounted to 
only YlOObn. 

However, despite repeated 
denials by bank officials, 
LTCB feces the possibility of 
seeing its bonds, which have 
been on review for possible 
downgrade, demoted to junk 
status by Moody’s, the credit 
rating agency. Its level of bad 
loans, at Yl.569bn, is one of 
the highest among Japanese 
banks and prompted the bank 
to write off Y633bn worth of 
bad loans in the last financial 
year. Reflecting that write-off, 
LTCB posted a Y282.7hn pre- 
tax loss. 

Meanwhile Bank of Tokyo- 
Mitsubishi, Japan’s largest 
bank, sa>d group-based prob- 
lem loans calculated under US 
accounting rules totalled 
Yi230bn at the end of March. 
This was sharply lower than 
the Y2,250bn BTM reported 
last innntVi calculated under a 
new disclosure method intro- 
duced by the Japanese bank- 
ing industry. 
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COMPANIES & FINANCE: EUROPE 


TRAVEL INDUSTRY US GROUP TO ACQUIRE FRENCH AGENCY WITH 632 OUTLETS IN FFR350M DEAL 


American Express to buy Havas V oyages 


By Andrew Jack 
fa Paris 


American Express of the US 
is to pay about FFt850m 
($l4iny tor Havas Voyages, 
the Paris-based travel 
agency, in a move that will 
give it the largest network in 
France. 

The US group will gain 
control of 632 Havas Voyages 
agencies, employing 4£00 in 
France. Last year the busi- 
ness reported sales of 


FFrl3.5bn and an operating 
profit of FFrl33nL 

The deal builds on a joint 
venture established between 
the two groups in 1935 for 
the development of business 
travel services, which was 19 
per cent owned by American 
Express and 81 per cent by 
Havas Voyages. 

Yesterday's transaction 
represents the latest step in 
the refocusing of the activi- 
ties of Havas, the media 
group acquired early this 


year by Vivendi, the French 
utilities group formerly 
known as G6adrale des 
Saint 

The deal will involve all 
parts of Havas Voyages 
except its 50.1 per cent stake 
in M|eva, a network of holi- 
day apartments, which will 
be acquired by CGIS. Viven- 
di's property division, and 
which is believed to be 
worth about FFriSOm. 

Eric Licoys. chairman of 
Havas, would not reveal the 


precise value of the two 
Havas Voyages transactions, 
but said they represented 
between them a little more 
than FFrlbn. The company 
said it would make a capital 
gain on the deal, but again 
would not say how much. 

•' Havas said the move 
reflected its decision to con- 
centrate on its specialist 
press, publishing and multi- 
media activities, following a 
number of other recent 
divestments, including the 


generalist news magaan* he 
Point: : 

However, in a modification 
of previous statements over 
the past few months, the 
group stressed a new com- 
mitment to a fourth pole of 
activity - the quoted subsid- 
iary Havas Advertising. 

It said it planned to main- 
tain its existing SO per cent 
stake in the advertising busi- 
ness rather than reduce the 
holding to about 20 per cent 

American Express said 


Havas Voyages would main- 
tain its name for six years, 
with an: additional label 
reflecting flat it was part of 
the American Express group. 
Tie transaction is due to be 
completed by the. end of this 
month. 

American Express said it 
was the largest travel opera- 
tor jq the world, with a net 
income of FFr2bn on turn- 
over of $17.7bn last year 
earned through a network of 
3J200 agencies. 


Thai venture hits Bols 


By Cordon Cramb in Amsterdam 


Bols Wesson en, the Dutch 
food and drinks group, 
warned last night that 
interim profits would be hit 
by problems with Us joint 
venture in Thailand and 
increased raw materials 
costs in the US. 

“The present expectation 
Is that net income Cram ordi- 
nary activities will be 15-20 
per cent Iowa- than in the 
first half of 1997." it said. 
Bols' earnings then reached 
FI 79.8m ($39.3m>. 

The statement came after 
the close of the Amsterdam 
market, where Bols shares 


had ended 20 cents easier at 
F12L20. 

“The continuing crisis to 
the Far East has put exports, 
especially to Japan, increas- 
ingly under pressure during 
the last few months. It is not 
expected that this situation 
will improve significantly in 
the short term,” the com- 
pany said. 

Bols' dairy operations in 
the CJS, meanwhile, were 
confronted with cost 
increases that could not 
immediately be passed on to 
customers. The group said, 
however, that raw material 
prices were unlikely to 
remain at those high levels. 


and that other activities 
were proceeding as planned. 

The group, created 
through a 1933 merger, is 
splitting off its drinks side, 
to April, it sold its French 
wine estates to management, 
after putting the Bols distill- 
ery business up for sale the 
previous month. Mac Zon- 
dervan, chairman, bad 
warned in March that first- 
half results could be slightly 
lower. 

Bols said yesterday only 
that divestment of the spirits 
side remained under way, 
and that a full-year earnings 
outlook would not be given 
until late August. 


Rush for EdP offering 


By Peter Wise m Lisbon 


The retail tranche of a global 
offering of 18 per cent of 
Electricidade de Portugal, 
the national power utility, 
was last night more than 17 
times subscribed after only 
two days of pre-registering 
orders. 

Bankers said yesterday 
that small savers, who have 
been queueing at banks to 
register, had already placed 
orders for 977m shares. Only 
57m are on offer to retail 
investors. 

The sale is expected to 
raise more than Es450bn 
($2.45bn), more than any 


Portuguese privatisation. 

EdP shares gained 22 per 
cent yesterday to close at 
Es4.575. The shares have 
more than doubled In value 
since an initial public offer 
of 30 per cent a year ago. 

EdP said yesterday that 
58.58 per cent of the offering 
was being reserved for the 
retail tranche and the 
remainder for institutional 
investors. 

EdP's international road- 
show is in London today 
before moving to the US 
next week. Global coordina- 
tors are ABN Amro Roths- 
child, Goldman Sachs and 
Banco Partuguds de Imrest- 


imento. Analysts say there is 
huge, pent-up demand 
among small savers for 
equity offerings in Portugal, 
following a sharp fall in 
interest Tates over the past 
two years. 

A recent offering of Cim- 
por,~ the country’s biggest 
cement producer, was more 
than 150 times subscribed 
and a lottery system had to 
be used to allocate shares, 
bankers said. 

An offering of 31 per cent 
of Ftoibanco, an investment 
bank, due to be concluded on 
June 22, is more than 300 
subscribed, according 
to analysts. 



Mergers, acquisitions 
and the Euro. A radical new 


gameplan is needed. 


The Euro. It's already accelerating the 
pace of change and increasing the 
magnitude of M&A in Europe. Along with 
globalisation it is causing business leaders 
to realise that success in their national 
markets may no longer be enough. 
Strength in the future will often stem 


from strength across Euroland. Strategies 
have to change. Goldman Sachs is the 
world leader* for M&A advice and, across 
much of Europe, we are top of the league 
tables.** Goldman Sachs helps companies 
develop their competitive edge to win 
on the new playing field. 


GLOBAL KNOWLEDGE FORA GLOBAL CURRENCY. 


Goldman 

Sachs 


issued by Goldman Sachs Internationa!, regulated by die Securities and Futures Authority. 'Source: Securities Data Service. 

“Source: Germary No. 1 (Bdrsen-Zdtung); France No. I (1FR Securities Data); Italy No. I (Lombard); Spain No. 2 (Acquisitions Monthly). 
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More change: Massimo Sarmf this week replaced Vito Qambecala 
ss chief operating officer attar the third resignation at Teiacom 
Balia under the chairmanship Marto Ro»ignok> .. AP 


Telecom Italia 


head survives 


investor unrest 


By Jams BBtz in Rome 

and Alan Cane te London 


Gian Mario Rossignolo. the 
embattled chairman of Tele- 
com Italia, was reconfirmed 
in his post in the early hours 
of yesterday by shareholders 
in the group. 

At the end of a marathon 
18-hour annual general meet- 
ing. weary-looktog delegates 
reappointed the 67-year-old 
chairman at the Lingotto 
conference centre on the out- 
skirts of Turin. 

They finished business 
just in time to let Cesare 
Romiti, the outgoing Fiat 
chief executive, take over 
the hall for a farewell salute 
from his troops that was 
somewhat more jovial than 
their own proceedings. 

For the previous day and a 
half,. Mr Rossignolo had 
come under repeated attack 
over the way he has man- 
aged the company since Jan- 
uary. Leading mutual funds 
in the group even refused to 
endorse the 1997 accounts 
for lack of a proper business 
plan. 

And the re-appointment of 
the man dubbed the “John 
Wayne” of ftalian capitalism 
has not brought the curtain 
down on the Telecom Italia 
debacle. Most insiders 
believe the group is on the 
verge of yet another manage- 
ment upheaval, one that is 
certain to see the appoint- 
ment of a new and powerful 
chief executive and. at the 
very least, a savaging of Mr 
Rossignolo's considerable 
powers. 

Telecom Italia, privatised 
by the Italian government 
last September, is deemed by 
many analysts to be funda- 
mentally sound, with post- 
tax profits last year of 
L3,448bn ($1.94bn), up 12.5 
per cent on the previous 
year. However, a series of 
dramatic upheavals and con- 
tinued criticism of Mr Ros- 
signolo's management style 
have taken their toll ou the 
share price, up 13 per cent 
this year against a MU an 
stock market that has risen 
32 percent. 

The biggest issue facing 
the company now is whether 
it can appoint a new and 
capable chief executive - 
one who can guide the group 
in an environment of inten- 
sifying competition in fixed 
and mobile services. And 
one who can last. 

The group's shareholders 
- which Include the Italian 
government (5 per cent), the 
Agnelli family (0.6 per cent) 
and Credito Italiano (0.7 per 
cent) - agree that a new 
chief executive must now be 
appointed, in spite of reser- 
vations from Mr Rossignolo. 
whose management plan put 
most powers in his hands. 

But making such an 
appointment will be for from 
easy. When it was privatised 
kst rear, the Treasury cre- 
ated a "stable core" or share- 
holders, So that no one busi- 
ness group could get overall 
ownership of this vital util- 
ity. “Getting these frag- 
mented groups to agree on a 
smgie candidate is. and has 
always been, this group’s 

^ says Mario 

Cttelli head of Reseau, a 
Milan-based telecoms consul- 
tancy. 


Even if the right person 
can be found for the job, the 
task he or she faces will be 
far from easy. Telecom Ital- 
ia’s operations are increas- 
ingly vulnerable. 

One of the biggest threats 
in hath fixed and mobile 
telephony comes from 
WIND, the consortium ere 
ated by Italian electricity 
giant Enel, France Telecom 
and Deutsche Telekom. The 
European partners have 
deep pockets, and End has a 
network that reaches into 
every It alum home. 

Fighting olf this competi- 
tion will require a business 
plan. One clement must be a 
management overhaul of a 
group that analysts believe 
is overmanned and ineffi- 
cient. Telecom Italia's, exter- 
nal relations department, far 
example, has 450 people, 
double that of France Tele- 
com and four times that of 
British Telecommunications. 
“Telephony is a business 
where you have to be shm 
and swift, not large andA 
heavy.” said one figure close 
to the group. 

The second challenge is to 
get clarity over Telecom Ital- 
ia’s international strategy. 
Its alliance with Cable and 
Wireless of the UK Is a 
mixed bag of deals, involv- 
ing traffic -sharing and an 
agreement to purchase some 
C&W assets. 

But analysts say it is far 
firom being a global alliance 
that opens up new markets. 
There is concern, too, that 
while its French and Ger- 
man counterparts hove now 
won access to Italy, Telecom 
Italia has. so for. little access 




to European Union markets 


od the eve of monetary 
union. 

This gives added signifi- 
cance to the group’s continu- 
ing talks with Uoisoorce, the 
European alliance of the 
telecoms operators of the 
Netherlands. Switzerland 
and Sweden. 

On Tuesday Mr Rossignolo 
had to correct his earlier 
statement that agreements 
had been signed between the 
two organisations. There is, 
however, optimism within 
Unisource and Telecom 
Italia that an accord will 
shortly be struck on ways to 
make the most effective use 
of their respective networks 
in Europe's key markets. It 
is also thought that Uni 


source will agree with Rome 


to take a IJ2 per cent stake 1 
in the Italian operator. 

AT&T of the US. UnJ- 
sources principal European 
Partner, has been kept fully 
aware of the talks but has 
not been party to them. 

Neither of these agree- 
ments. observers say. should 
affect the Italian company’s 
international alliance with 
the UK's C&W. They point 
out that the C&W deal is 
non-exclusive and that, id 
any case, the details have 
yet to be made clear. 

C&W said yesterday that 
the two companies were 
making pood progress in 
thrashing out the flue detail 
of the agreement. Dick 
Brown, C&W chief executive, 
when asked about rumours 
that Telecom Italia would 
like to recruit him as chief 
executive replied: "I don’t 
speak Italian." 
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TO IMPROVE LIFE, 
WE EXPLORE 
ALL OF ITS FORMS. 


O on the vital links between plant, animal and human health, Rhdne-Poulenc pursues leading edge research 

Buil ding on ^ ri U ‘ "".n e . M forms of Iff*. On. of .or oob.Wi.rl.., Rh5n.-P.ol.ne Roror. d,.«v.ra 
and manufactures products w e Another< p aste ur M6rieux Connaught, continues a century-long track record o 
medicines thatimproye hu ^" he * p tenc A lnvent8 solu tions for improving the protection and quality of 
vaccine breakthrougJw^A thi^ Rhd P la Mer jal* create advances in animal health. All life sciences 

C h 8 ne P o u le n c s erve i^sfng le m iss i o n s t o improve the health and well-being of people around the world, 
at ROOM rouienc 99 http://www.rhone-poulenc.com 
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CIVIL ENGINEERING HONG KONG-LISTED GROUP EXTENDS REACH IN _SECTOR_WITH CONTROLLING STAKE IN KUMAGAI GUMI 

China Everbright wins backing for HE buy 


newsjpioest 

TRAVa INDUSTRY ___ 


By Louise Lucas fai Hung Kong 

China Everbright 
International, one of the 
Hong Kong-listed companies 
under the acquisitive busi- 
ness arm of China's State 
Council, yesterday won 
shareholder approval to take 
control of Kumagai Gumi 
(Hong Kong). 

The deal, which sees 
China Everbright extend its 
reach Into civil engineering 
and contracting, was made 


possible by a waiver from 
the Securities and Futures 
Commission, Hong Kong's 
securities regulator. 

Following its latest acqui- 
sition, China Everbright's 
stake in Kumagai rises from 
20.98 per cent to 35.07 per 
cent - above the 35 per cent 
trigger for a general take- 
over offer. However, the 
SFC's “whitewash waiver" 
means China Everbright is 
not obliged to make a gen- 
eral offer. 


The deal raises HK$$30m 
(US$55.5m) for Kumagai, 
which wQl be used as work- 
ing capital for construction 
and to reduce bank borrow- 
ings. it is also expected to 
help cement Kumagai's role 
in its new controlling share- 
holder’s projects. . 

"Given the relationship 
between the company and 
the China Everbright group, 
it is expected that Kumagai 
wIB play an active role as a 
main contractor for China 


Everbright's planned con- 
struction contracts. A num- 
ber of such contracts are 
under active consideration," 
Kumagai said. 

Directors 'outlined three 
further benefits of the bigger 
shareholding: the broader 
capital base as a result of the 
share subscription, which 
also -lowers the company's 
gearing: the facilitating of 
debt fjnflnffing and Issues in 
the capital markets and toe 
creation of opportunities for 


Kumagai to acquire con- 
struction contracts and 
investment stakes in raima 
Everbright’s projects. 

Kumagai yesterday 
obtained a general waive* cm 
future construction con- 
tracts from its shareholders, 
so that parti cipation in these 
projects was not held up by 
delays in seeking share- 
holder approval. 

The three-year waiver is 
for construction contracts 
entered into with the nhirw 


Australian banks 
demand their 
freedom to merge 

The ‘big four’ say curbs may put them behind 
foreign competition, writes Gwen Robinson 


Parallel lines-, but some want to merge 
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A ustralian bankers and 
analysts warned yester- 
day that toe country's 
largest banks were more at 
risk than ever of falling 
behind foreign competitors 
in the domestic banking 
industry if the government 
did not lift merger restric- 
tions. 

The recent plunge of the 
Australian dollar to 12-year 
lows and the stock market's 
decline had intensified com- 
petitive pressure on the big 
banks, said Don Argus, man- 
aging director of National 
Australia Bank. Australia's 
largest and most profitable 
bank. 


If the top four banks were 
not permitted to merge, their 
share prices would be dis- 
counted to such an extent in 
the market that they would 
be “destabilised, raided or 
dismembered." Mr Argus 
warned. 

Mr Argus, a strident advo- 
cate of financial reforms pro- 
posed by the 1997 W allis 
inquiry into financial 
deregulation, is now a mem- 
ber of an influential commit- 
tee advising Peter Costello, 
Australian treasurer, on 
financial deregulation. He 
has publicly criticised the 
government’s delay in imple- 
menting some of the inqui- 


ry's main recom m endatio ns . 

Earlier this year, the gov- 
ernment lined certain 
restrictions - including 
those governing non-bank 
institutions, takeovers and 
corporate fund-raising - 
under Mr Costello's pro- 
gramme of financial reform. 
The biggest stumbling block 
hindering the competitive- 
ness of the country’s top 
banks, however, remains the 
government's “four-pillars" 
policy against mergers, Mr 
Argus said. 
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The Gif« Redemprun Viekl and dw (pm* miemf-uun pelJi3ithe3pacent.TnamNTStigckdue2003willbee » pT eMul a>apeicen<ayidwiBbecalculatBd<inthrbwri» 
iiUasncd bp die Joiiu; Index anJ Clamihcauxi Cmnuttce ■ i die Inenture and Faadtv of Actuariei B> tinned In Ac Journal of die Imitate of Acanries Volanc 105, ftntl, 
1978. pajje IS. The Raitimpiiiin Pn» will K-dqneMediii a paccntacerngniedinihiccieciinal places (wnhO^OOS being rounded upwardi)*! and 
kccdiIIt, dKunKvpiauulaiaeiidnwnB io the Tru-t Dm! «toui in the draft Second Suptdcu » u»l"Iioii Deed in the (bon J the diafi produced to thle Mmuqaod (be the 
purproca iV iJcnOhcatKW ii«ned bi the Julmun of the Mcermfl Ithe "SeowU Supplemental Tiub DeeiTk 

(21 audb]rnciaivJicqunr.ilieTiuaee in-oncur tn ihe muiilicarlcnnekned ram nw. ip l atd i(l)rfthnReKitoQH and. taonbrtoglveegpTinlT, bmlmldi ioeaecunedic 
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(3) unctsom every rhucii. -n. nxdilKjiiiyv aunpiomhe <*r airangemeni m pcepea oi the nghcc of die BandhoUen and the hnlden of the copoM to die Bondi 

ociinN the burr tmuJixd in or icsulrlnc Irctm the moditudoiu aal jraoikow refcned w mpan^apiu (It and (21 of tho Rceolunon. 
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BACKGROUND 

Meetim ud Tender Offer 

1 I Under ihcimrn.’lihcTnN DnaljnJdwCundinisiB, ihe Ivuernar call >meerin(ot'BandbpUBB on |[ivtti| 2 1 dors’ noacc (esebaseafthe day tm which the OMkeb 
D'-en aiU ,» the Jay -e rhe men inel 

1 .2 The Meet mu ta been c-nu-ncvl h ihe lw»i. wh uh wabes to redeem all oucstandillg Bonis. 

13 Punuant >aa lender .fler by >BC M’mKac Pllbn Read j> atteiu tut snd on behalf of Sun Life Anmance Company of Canada fSw Ufe~] (die Tendern [ mwm 

toanamuifloniieiu I'lK-diird jndfuKnhed-jn Ibtli lune, 19^1 (die 'Tender Amwurtannonl Bondholdeoaie being ofeed die oppommhyto sell their Bondi 6mn (and 
irchidinpl ISthJunr. l Ul, Sh-i4nJincliiJin»il lAhlurus. IV>s ji ipnec Jcrcnnniedvei the same bak> m the Redonprior Pruxluderiocd In the Roofarim), provided bCTrevtr 
that dlrpncem the Spereenl Trc nun due 2C0 3 io be deierarincdbr SBC Vaibuti: Ddkm Read robe the arithmetic mean of dse bid and offer prices quoted on a deoBtv 
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Announcement 

1.3 Each A-rJuAlcr »hu sc.-qy. the Tcnja will be i*xd in acknuwJoJfie anl agate dur such BondboUa would, far the pedpoee e of the Meeting, hare voted in favour of 
die Kev’hjn.’n huJ thei L'WiiiuediohiW then Bind, until the Mmtiw 

R ev ol utio n 

2-1 The L.-ajn'« oircnium n c.iput the RcsohiKon !■> rhe BonAoUre, jt the Meet net on I0di)ufa 1998 and tomquesi the BondhoMen to paw the Revolution byvwy of on 
Earuiedinjr, Rndut.m.vi ih.u due. 

2-2 The lwunoymJervtluTihe[e>yvM-dn>JifiCAiiiRiiaibe Temu anl Condtrtcni ot' die Bonds Ithe ‘"QmJWoni 1 ) oomasned hi dse Remb jd on see fate and negotiable 
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m*pr* I ion hi Bi mJioUvr. ai the .pcullieJ ulfh.fi ol' riu- I'armu Aernls ret ■ ur below. 

Rcqubemcnu foe attending and votkqt 
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THIS NOTICE SHALL NOT CONSTITUTE AN OFFER TO BUY NOR THE SOUCTIXnON OT AN OFFER TO SELL NOR. SHALL THERE BE ANY 
SALE OF ANY SECURITIES OF CtWFEDERATKJN' U- K. HOLDINGS PLC M THE UNTTED SFKTES OR ANT OTHER JURISDKnTW IN WHICH 
SUCH OFFER, SOUCTIAITON OR SALE WOULD BE UNLAWFUL. THIS NOTICE IS NOT BEING ISSUED, DtRECTLf OR INDIRECTLY (N OR 
INTO THE UNITED STATES. 

THIS NOnOE IS WPMIANT Dr BONDHOLDERS ARE IN ANY DOUBT AS TO THE .ACTION THET SHOULD^ TAKE, THEY SHOULD CONSUET 
THSR STOCKBROKER. LAWYER, ACCOUNTANT OR OTHER PROFESSIONAL ADVISER WITHOUT DELAt 
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On a day which drew exec- 
utives and securities ana- 
lysts to a variety of business 
conferences in Sydney and 
Melbourne, senior bankers 
outlined their latest 
responses to the recent dete- 
rioration in the Australian 
business environment. 

Australia and New Zea- 
land Banking Group, the 
fourth largest bank in terms 
Of market retpitaliga Hnn. said 
it was hoping to make at 
least one big acquisition in 
Asia next year, possibly part 


oT a leading finariwaT institu- 
tion in a south-east Asian 
country. 

John McFarlane, ANZ 

chief executive, suggested 
the group was looking at 
Indonesia, where a 50 per 
cent stake in a “reasonable" 
bank could go for about 
A$5Qm (US$3Qm). A similar 
acquisition in Singapore, 
would be more expansive, be 
said. 

Of Australia's top tour 
banks, ANZ has the greatest 
exposure to Asia, but has cut 
this by 38 per cent to Just 
over A$12bn in the six 
months to March. ANZ*s pre- 
vious level of regional expo- 
sure “may have been tolera- 
ble in normal circumstances, 
but is well in excess of 
acceptable risk norms 
today," said Mr McFarlane. 

Mr McFarlane, who has 
been less vocal than NAB's 
Mr Argus an the restrictions 
against “top four" mergers, 
said recent reforms had 
enahled some foreign banks 
to sidestep regulatory 
authorities mid gam direct 
government approval for 
magma. Australia’s leading 
banks would have to be 
more “pro-active" if they 
wanted rationalisation in 
their industry, he said 

Commonwealth Bank of 
Australia, the country’s 
third largest bank, said ft 


planned to develop a large 
equity broking operation, 
which it hoped would 
become a “significant plank" 
of the bank’s profits drive in 
the coming years. 

Michael Katz, CBA’s head 
Of TngrttnHnriwI hunlriiig , said 
the bank was already Aus- 
tralia’s largest internet bro- 
ker, with 600 trades a day 
and 3m hits a month on its 
website. For the tnrw» being, 
the costs off establishing a 
full equities .division, partic- 
ularly a research operation, 
were too high In the current 
competitive environment ta 


But as part of the bank's 
strategy to develop a full 
range of broking products,. 
CBA yesterday Issued three- 
and five-year instalment 
warrants ova- its recently 
listed Commonwealth Diver- 
sified Share Fund. 

Shaw Stockhroking of Aus- 
tralia said Investment In 
bank shares was likely to 
become less attractive if the 
economy continued to slow 
under the threat of higher 
interest rates and further 
depredation of the. Austra- 
lian dollar. Lower demand 
for finance and reduced loan 
and transaction fee Income 
would “threaten domestic 
profits, even without further 
pressure”, the broker 
warned. 
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PAL ‘may have 
to revamp debt’ 


By flbby Tan In Manila 

The Philippine National 
Bank said yesterday that 
Philippine Airlines, the 
strike-hit carrier, might have 
to reschedule part of its 
Ji J6bn debt 

PNB, a -minority share- 
holder of PAL' as well as a 
creditor' bank, said it had 
loans with the. airline but 
that they were “secured". It 
was confident they would be 
paid eventually. 

“Whale the prevailing diffi- 
culties of PAL would require 
rescheduling of payments, 
the bank is confident that all 
the bank's exposure in PAL 
will be tolly satisfied over 
time." PNB said. 

The bank, which is 45 per 
cent owned by the govern- 
ment, admitted it invested 
752m pesos ($17Joi) in the 
airline when it was priva- 
tised in 1992 but said “the 
bank has made valuation 
adjustments to this invest- 
ment and has marked this 
down to ISOm pesos in Hs 
hooks". 

PAL said on Tuesday it 
lost more than 2bn pesos as 
a result of the pitots’ strike 
which began an June 5, on 
top of the $20Gm net lass it 
suffered in the year ending 
March 1998. It said Its total 
debt was $L96bn. 

PAL said it was "now in 
danger of being unable to 
service its maturing obliga- 
tions". Officials hinted It 


might apply to the Securities 
and Exchange Commission 
for a debt moratorium while 
it sought debt restructuring. 

ABN Amro Asia, the secu- 
rities company, said PNB 
had an equity exposure in 
PAL of 752m pesos through 
its investment in PR Hold- 
ings, which owns 67 per cent 
of PAL. 

Another local bank, Philip- 
pine International a nd Com- 
mercial Bank, has a $5m 
loan. Allied Bank - owned 
by Lucio Tan, PAL chairman 
— arranged $l82m In financ- 
ing, with Securities Bank as 
lead manager. Other local 
participants in the syndicate 
are China Banking, Union' 
Bank and Equitable Banking 
Carp. 

“All up. we estimate that 
PAL's total outstanding debt 
stood at CL5bn as of Decem- 
ber 1997," ABN Amro said. 

International banks and 
credit agencies carried most 
of these loans, it added. 

ABN Amro said all these 
agencies would be hit hard if 
PAL sought a debt restruct- 
uring. It noted that PAL 
issued $ 200 m of floating rate 
notes in January 1997, which 
were wholly taken up by 
Korean banks. 

The securities company 
said that by far the largest 
exposure was to European 
export credit agencies which 
supplied loans totalling 
$S50m to. cover the purchase 
of nine Airbus aircraft . 




ararnnght group. These con- 
tracts wlU instead be 
approved by independent 
directors to ensure that the 
trams are fair and reason* 
able. 

Yesterday Kumagai 
shareholder? also gave the 
green light to a HKSibn 
contract for a 49-storey 
commercial tower in 
Shanghai in which Kumagai 
has been appointed the main 
contractor. Wok is due to 

begin late* this year. 
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HIS Travel in hotel deal 
with Australian group 

nt 4 h* lamest travd companies ift ibe W-Pacificw^m 


Tmvd JaDan’s second latest travel oponflw, wd A«sWteV 

SStS mm - , 

Sonsto create a new Kvrtpany. AunOT 

The new company HSt2££ 

Harvey World Travel's Escape Resorts group and HfSTravrf* 

Hotel Group. saW JSSf toSdef'w* r 

rjrvnnVnted managing director raid former rajponei need of «e 

wSS^hotdgi^ 

over management rights for - . 

end Gold Coast resort areas of 

Escape's three properties in the Blue Mowrtama. north « 
Si 7 lTatwo oompanleg planned a lag frMalB wpaalcn c< 

their new operation, wtth about 2.000 
Australia and the Asia-Pacific region J® 

Aurora name in the next 1 8 months, 

under development (nctode hotels m FhL Zealand 

and Vanuatu, .as well as in other resorts « Austntta. . 

The venture would exploit synergies between the gratqoa, 
which Offer hotel management expertise as wbH as swvtca . 
and support, he added. „ 

Harvey operates about 400 offices throughout Austefia mtf 
about 30 in New Zealand, while HIS Travel has abo ut 18Q , , 
offices in 15 countries and handles more than l.wn travelers 
a year. HIS Travel, which has moved aggressively to take 
advantage of deregulation in Japan's travel industry. wtB soon - 

launch a Japanese domestic airline sravi ce. 

Gwen Robinson, Sydney 

FINANCIAL SBWICES 


Interest in Credit Lyonnais ami 

Credit Lyonnais, the French bank which is preparing tor priva- - 
tisatton. has received preliminary approaches concerning the 
.tal a of its Australian operation. Bernard Mignucci, chief exec- 
utive for Asia, said yesterday. 

The planned sale is part of a global asset divestment pro- 
gramme that follows an agreement on state ad with th e Bro- 
paan Cawnisaion. The proposed disposal is the mam change 
to the group’s Asian operations following the accord. 

1 have already received telephone cils of potential inter- 
est,' said Mr Mignucci. who added that advisers for the sab 
would be appointed within the next few weeks. 

The Australian operation, which specialises m protect 
finance and structured finance, is a 1 00 per cent -owned sub- 
sidiary. ft has assets of about USSl bn and last year reported 
profits’ of AS9m (US$5.3m). 

Mr Mignucci said the group’s regional strategy of focusing 
on large international corporati o ns and maintaining its product 
line remained unchanged as a result of -the reorgamsaban and 
the regional financial crisis. 

He said the group's reorganisation would have no impact 
on Hs Tokyo. Hong Kong and Singapore operations, its big- 
gest centres in the region. The group's 85 per cent sharehold- 
ing in Credit Lyonnais Securities Asia, the investment bank, 
would also be unaffected. 

Credit Lyonnais has assets worth about USSlObn in Asia, 
with Japan and Korea its largest markets tor loans. This rep- 
resents about 5 per cent of total group loans. “We are cau- 
tious, but we dont have a policy globally to reduce (loans),” 
said the bank's Asia chief. John Ridding, Hong Kong 

ELECTRONICS 
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Samsung plans assets sell-off 

Samsung Electronics of South Korea said rt planned to sefi 
assets valued at Wonl.OOObn ($71 5m). including property 
holdings, to ease its financial strain stemming from sluggish 
demand in the semiconductor industry and South Korea's 
economic downturn. 

“It is true that semiconductor companies are faced with dif- 
ficulties nowadays amid falling chip prices," Samsung Elec- 
tronics said. "The funds will be used mainly for our working 
capital." Of the total amount. Samsung Electronics plans to 
sell off assets valued at between Won400bn and Won500bn 
this year. AP-DJ, Seoul 
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Deutsche Bank stake in 
Gerling to fall after float 

Detdsche Bank, Germany's biggest, plane to cut Its 30 per 
rant stake in Gerling through a partial flotation of the Wus- 
^ Insurer. The bank has for several months been con- 
sidering how to restructure Its domestic insurance interests, 
which include minority shams of Geriing3?kSSSr^ 

Dahinniinne sr 


"'■■Si 
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Rolf Goring, son of the late Hans' Gerling, the insurance 
entrepreneur, owns 70 per cent of the insurer and win retain a 
majority stake. Deutsche Bank will review the size of its inter- 
est when the flotation takes place, but said It would continue 
a long-standing relationship with Gerling. Analysts said cross- 
seBng opportunities between the two were limited and the 
.placing offered a sensible way out' for Deutsche Bank. 

Mf of Gemng*s DM1l.8bn ($6.6bn) premium income 
In 1996 was derived ftom commercial insurance for large and 
mecBum-stzed companies, with business outaide Germany 
accounting for 35 per cent of revenue: Analysts expect 
between 15 per-cent and 30 per cent of the company. to be 
floated. Christopher Adams, insurance Correspondent 
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DG Bank advances 22% 

DG Bank, the umbrella bank for the German co-operative 
banking network, fitted operating profits before risk provisions 
22 per cent in the first four months of this year, to DM 475m 
($264m). Bemd Thiemann, chairman, said profits for the foil 
year should grow at least 10 per coil 
Net commission Income was 31 par cent higher at 
DM 172m, reflecting strong securities broking business. Net 
Merest income Increased 5.5 per cent to DM1 .2 bn. Profits on 
own-account financial trading rose 84 per cant to DM91 m as 
a result of buoyant capita! markets. Costs moved up 7 per 
cant to DM984m, but the cost/aicome ratio eased from 71.2 

^toer cent to 68.6 per cent 

- Mr Thiemann said the bank’s success could not betaken 
for granted, however, and called for a “radical change of per- 
spective" fri the co-operative banking movement He said 
internal rivalry between retail banks or at the wholesale level 
made no sense in the long term. DG Bank was wDGng to dis- 
cuss changes among partners in the co-operative banking 
system. “Anyone who wants to conquer the markets of the 
future cannot stay locked into the defensive territorial thinking 
of the post" Andrew Fisher, Frankfurt 
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H&M beats forecasts 
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Shares In Henries & Mauritz rose more than 5 per cent yester- 
day after the Swedish fashion retailer reported higher than 
expected flret-half profits. The group, which opened 32new 
stores in the first six months of the year, saw pre-tax profits 
increase 35 per cant to SKr1.36bn ($169m), on sales ahead 
i SKr1D.2bn to SKrt2.1bn. 

1 traded B shares rose SKr25 to 
warning that demand in its markets was 
growing only weakly in the current year. Operating profits, 
nevertheless, rose from SKr966m to SKr1.29bn, wide financial 
investments contributed SKr67.4m compared wilh SKr4&5m 
last time. The company said Its foray Into France had proved 
a success, with sates in Its three Peris stores exceed ng 
expectations. It also opened 13 new stores in Germany, its 
logout market with: 138 outlets. Overall, overseas sates 
accounted for 81 par cent of foe total, up 3 percentage points . 
on the first half of 1997. Earnings par share rose from SKr3.16 
to SKrf.26. Tbn Bart, Stockholm 
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Endesa sells Union Fenosa stake 

Endesa, Spain’s biggest power group, to to receive Pta40.9bn 
($268mj for its minority stake in Unton Fenosa, foe country’s 
*«W largest electricity supplier, which It is obliged to sen 
under deregulation plans for the sector. It said yesterday It 
had agreed a price of Ptal ,875 a share- above the previous 
day’s Madrid market dose of Ptal, 810 - far the 72 per cent 
shareholding, being taken up by three banks. 

The deal follows the full privatisation of Endesa earlier tab 
month through a Ptal,l50bn share offering. BCH, toe banking 
group, will consoBdate its position as the main shareholder of 
Unton Fenosa, raising Its hofcffng to about 13-5 per cent 
through the purchase of half of Endesa’s stake. BCH also 
holds 3 percent of Endesa, with which It has a stra tegic a m- 
ance focusing on the tetecommurtcations and gas sectors. 
The remainder of the Unton Fenosa shares are to be bought 
by Banco Pastor and Caixa Gslfefa. Endesa said the de al 
would generate a Pta12-6bn capital gain. It recently registered 
a Pta13.5bn gain from the sate of a 05 per cant state in 
Germany's RWE. David White, Madrid 
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SKr450m gain for S-E Banken 

Skandinaviska Enskftda Banken. toe Swedish bank, said yes- 
terday It had made a SKr450m {$56m) 
posal of Its industrial and marine insurance ^ udn8 ^’ 
inherited last year foflowfng its 

Swedish Insurer. The business, representing about one-toW 
of TrygchHansa’s non-We Insurance operations, made operat- 
ing profits of SKr140m test year on 

SKii 37 bn. Ztaich insurance group, which has bought the 
dinavia and the Baltic states. Ttan Bwt 

PORTUGAL 


Atlantico plans rights issue 

of PortuoaTs biggest retail banka, is to increase 
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A rare glimpse into the misty world of Swiss banking 

The sale of Banca della Svizzera will be a test of the enduring popularity of Switzerland to wealthy investors, writes William Hail 


P rivate banking can be 
very lucrative. Judging 
by the recent results of 
the Mg' three Swiss: banks. 
But evaluating the worth of 
private banks Is difficult 
because they rarely come up 
for sale, and those that do 
generally change hands 
behind a cloud of secrecy. 

But the mist is about to he 
lifted with the disposal of 
Banca della Svizzera Ital- 
ians. Lugano’s oldest hank. 
Its sale, a condition for the 
merger erf Swiss Bank Corpo- 
ration fBSTs owner) and 
UBS, offers a rare insight 
into the intimate world of 
Swiss private banking 
BSPs owner, which seams 
more interested in preserv- . 
ing secrecy , than in maxim- 
ising shareholder value, 
refuses to name the inter- 
ested parties. But Generali, 
Italy's biggest insurer, and 
Germany's Deutsche Bank 
have confirmed their inter- 
est. Other ban k*, including 
the Dutch Rabobank, 
France’s Banque Natfonale 
de Paris and Merrill Lynch, 
the biggest Wall street bro- 
ker, are understood to have 
run their eye over BSL 
BSI has assets of SFrSJJbn 
($3.9bn) and outposts in the 
watering holes of the world’s 
seriously rich, such as St 


Moritz, Gbiasso, Nassau and 
Monte Carlo. It earned 
SFr99m on equity of 
SPr290m In 1987; in these 
terms it is 50 per cent more 
profitable than Lugano’s 
cither rumoured takeover 
candidate, Banca del Got- 
tardo, which was bought by 
Japan’s Sumitomo Bank in 
1384. 

The main sales, pitch far 
BSI is its attractiveness to 
an international bank want- 
ing a foothold in the Swiss 
private i«"W"ir market and 
a springboard into the neigh- 
bouring northern Italian 
market. But many of BSTs 
Italian customers use it 
because they believe the 
Swiss have a greater respect 
for secrecy than their own 
compatriots. 

An Italian takeover could 
prompt an exodus of clients -, 
who park their money in 
Lugano to keep it out of the 
reach, of the Italian tax 
authorities. 

The BSI sale wQl also be a 
test of the level of foreign 
interest in Switzerland as a 
private banking market. 
Many of the country's 
advantages, such as low 
infla tion, political Stability 
and a strung currency. . are 
no longer special. Nor are its 
legendary bank secrecy laws 


Vale of secrecy: Lugano, home to Banca doits Mean. 


as watertight as they were, 
and most analysts expect 
onshore private banking 
markets to grow more 
quickly than offshore cen- 
tres like Switzerland. 

Switzerland's desire to 
spruce sprits international 
image is likely to reduce the 
roll-call of potential bidders. 
The days when Swiss banks 
dunged hands without any 
questions asked are over. 
BSTs new owner win need to 


have a respectable pedigree 
if it wants the nod from the 
Swiss banlriwg w mmwlisinii 

John Leonard, Salomon 
Brothers' bank analyst, 
believes BSI should be a 
“fairly marketable asset”, 
fetching SErL5bn-SEi2hn. 

But it would be hard to 
describe BSI as the crown 
Jewel in SBC’s private bank- 
ing empire. Until a few years 
ago, it was a commercial and 
retail bank which did some 


private banking. Over the 
past decade, various banks, 
including New York’s Irving 
Trust and Japan's Taiyo 
Kobe, have had an interest 
in it It was also controlled 
briefly by a New York prop- 
erty developer. 

SBC bought control in 
1991, and began folding in Its 
four private banks - Zur- 
ich's Adler & Co, Basle’s 
Bank Ehinger, Berne's 
Ann and von Ernst and 
Geneva’s Ferrler Lullin & 
de. The intention was to 
form a dedicated private 
Winlring Unit. 

This took longer than 
expected, and it was not 
until mid- 1996 that BSI’s 
retail and commercial clients 
were transferred to SBC. 
leaving the former free to 
ccincentrate on its primary 
mission. BSI lost money in 
1996 and at the start of 1997 
SBC reorganised its private 
hanking operations once 
again and made SBC Private 
Banking, rather than BSI, Its 
main vehicle. 

SBC is stripping out the 
four small banks inside BSI 
which together earned 
SFrSLSm in 1997 and are 
roughly three times as prof- 
itable as BSI in terms of 
return on assets. Zurich's 
Bank AcDer has been sold to 


management and the new 
UBS will keep the others. 

So who will be the lucky 
winner? Liechtenstein 
Global Trust, which has just 
sold its fond management 
arm for more than Slbn, 
says it is not interested. 
Geneva's private banks, 
such as Pictet or Lombard 
Odler, probably could not 
afford to buy BSL Mean- 
while. the fact that BSI is 
based in Lugano, rather than 
Geneva or Zurich, could 
limit foreign interest. 

E dgar de Picciotto's UBP 
or Edmond Safra's 
Republic National Bank 
of New York (Suisse) would 
be obvious domestic bidders. 
Both have built up large 
Geneva-based private banks 
from scratch. But they are in 
their late 60s, may not have 
the appetite to take on a 
challenge like BSL and may 
be unwilling to get into an 
auction with the likes of 
Deutsche Bank and Generali. 

However, if the two non- 
Swiss front-runners were to 
pull out of the race, BSTs 
resale value could drop to a 
level which might be an 
embarrassing reminder that 
SBC’s past takeover record 
is not as hot as it is some- 
times cracked up to be. 
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US EXCHANGES _SEATHOLDER_S SET TO DECIDE FATE OF PROPOSED MERGER WITH NASD__ __ 

Boost for backers of Amex deal 


By Jofao Labate 
in New York 

For three months the 
American Stock Exchange 
(Amex) and the National 
Association of Securities 
Dealers (Nasd) have negoti- 
ated. undertaken road shows 
end suffered shareholder dis- 
putes in their attempt to seal 
a merger of the second and 
third largest US trading 
systems. 

Next Thursday, the 864 
seatholders of Amex will 
hare the final say on 
whether to accept or reject 
the merger in a vote that 
requires approval of two- 


thirds of its members. 

Supporters of the merger 
received a boost last week 
when the board of the Phila- 
delphia Stock Exchange 
agreed in principle to merge 
with the Amex and the 
Nasd. 

The main attraction of 
Philadelphia is Us stake in 
the options business, a trade 
that has meant much to the 
Amex's own turaround. 

The combined options 
holdings of the Amex and 
the Philadelphia Exchange 
would account for some 34 
per cent of the US options 
trade, second to the Chicago 
Board Options Exchange. 


The campaign to block the 
deal suffered a blow this 
week when Paul Liang, one 
of the most vociferous oppo- 
nents of the deal, sold his 11 
regular Amex seats and 
seven options trading seats 
- in effect, taking out his 
votes just prior to the vote. 

Ur Liang, who is con- 
cerned that his investment 
may be diluted by the 
merger, has sold bis regular 
seats, which allow options 
and equity trading, for 
$400,000 apiece, while the 
options seats were sold for 
$380,000 each. 

Ironically, Mr Liang may 
not stray far from a newly 


combined Nasd and Amex 

entity. 

“I am considering buying 
Philadelphia Stock Exchange 
seats,” said Mr Liang, who 
believes the proposed merger 
could still ML “They should 
generate more income in the 
next 12 years.” 

Another opponent of the 
merger is concerned that the 
move would undermine Door 
trading. 

“Members of the Am e rican 
Stock Exchange will lose 
ownership control of the 
exchange, over such things 
as trading fees and 
other costs of operation,” 
said Steve Fossett, chair- 


US options exchanges look to their future 

The rapid growth of the sector has sparked a move towards consolidation, report John Labate and Nikki Tait 


L ast week's merger in 
principle between the 
Philadelphia and Ameri- 
can Stock Exchanges and 
the National Association of 
Securities Dealers - Nasd - 
underscores the growing 
importance of the market in 
options, the high-risk and 
high-reward contracts to buy 
and sell stocks, commodities 
and currencies. 

If the strategy wins 
approval, the new exchange 
would combine a broad 
array of equity and options 
trading within a single oper- 
ation. 

“The Nasd wanted to be in 
the options business, no 
doubt about it,” says Mich- 
ael Schwartz, chief of 
options strategy at ODBC 
Oppenheimer. 

In recent years, the Phila- 
delphia exchange hag come 
under fire from traders as its 
technology fell behind Its 
larger rivals. 

But on Monday, Philadel- 
phia moved to catch up as 60 
traders and specialists in 
Dell Computer options, the 
most prized holding of the 
Philadelphia Exchange, 
moved temporarily to New 
York and to the Amex trad- 
ing Door while technology 
upgrades were made. 

The hope is that the com- 
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bination of Amex-level tech- 
nology with the Philly 
options business will 
expand the overall trading 
volume. 

“This was really the only 
feasible way for them to 
catch up in a short period of 
time," says Kevin Murphy, 
managing director of retail 
options at Salomon Smith 
Barney. 

The benefit of bringing a 
smaller exchange under the 
wing of a larger and more 
technologically sophisticated 
institution has been demon- 
strated over the past 12 
months with incorporation 
of the New Stock Exchange's 
options Door into the Chi- 


cago Board Options 
Exchange. 

Average dally options vol- 
ume at the New York 
exchange stood at 14,453 con- 
tracts in the 16 months lead- 
ing up to the move. Between 
April 1997 and the end of 
May this year, the figure has 
averaged 26,593. A seat on 
the old options exchange 
was last traded at about 
$10,000: permits to trade for- 
mer New York contracts at 
the CBOE have been trading 
at upwards of $130,000. 

In part, the change can be 
put down to the industry's 
growth on the back of a 
surging stock market. But 
the greater technological 


Agco expresses interest 
in acquiring Claas 


By Peter March 

Agco of the US. one of the 
world’s big four agricultural 
machinery makers, said yes- 
terday it was interested in 
buying Claas, Europe's big- 
gest producer of combine 
harvesters, as part of an 
expansion drive. 

The privately owned 
Claas. based in Germany, is 
one of the continent's big- 
gest farm machine makers, 
with sales last year of 
DM1.9bn ($1.06bn). on which 
it showed a pre-tax profit of 
DMl34.7m. 

Agco said its interest in 
Claas was part of a $60Qm 
acquisition plan aimed at 
lifting its $3J2bn sales last 
year by 50 per cent in the 
next two years. Claas yester- 
day restated that it was not 
for sale. 

The company is owned by 
descendants of the former’s 
son who started the business 


in 1913. Robert Ratliff. Agco 
chairman and chief execu- 
tive, said at a press confer- 
ence in London that ulti- 
mately “economic realities” 
would force Claas to join up 
with a bigger company capa- 
ble of growing globally. 

The statement of interest 
by Agco, which bas expan- 
ded through more than Slbn 
of acquisitions since starting 
in 1990, amounts to a shot 
across the bows of Caterpil- 
lar, the world's biggest 
maker of construction 
machines. Many analysts 
have assumed that Caterpil- 
lar is readying itself to be 
first in line to take over 
Claas, should the family 
decide to sell. 

Caterpillar, which had 
sales last year of nearly 
$19bn, is building with Claas 
a JlOOm plant in the US 
which will turn out combine 
harvesters to Class’s 
designs. 
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PAYMENT OF DIVIDENDS FOR 1997 

Notice is hereby given to shareholders that the dividend for the 1 997 
financial year approved by the Annual General Meeting held on May 
29, 1998, subject to withholding tax, amounts to: 

- Lire 40 per ordinary share, against presentation of securities and 
detachment of coupon n. 22; 

- Lire 60 per convertible or non-convertible savings share, against 
presentation of coupon n. 5. 

The dividends will become payable as from June 22, 1 998 at the 
Company's Securities Office (Via Cerva 28, Milan), at the offices of 
Monte Titoli Spa for the securities it administers, and at branches of 
the various accredited banks. 

The Board of Directors 
Chairman 
Luigi Lucchini 


Montedison Spa 

Registered Office -PiazzuttaM. Boss! 3, Milan 
Capital stock: Lira 5,716.444,832,000 fully paid-in 
Milan Company RMteter No. 31 0653 
Tax I.D. No. 05114510158 


edge and operational effi- 
ciency bas also played a sig- 
nificant role. 

In the 25 years since listed 
option trading began on the 
CBOE, the daily volume in 
options made dramatic, 
if choppy, strides, catching 
on with institutional as well 
as retail investors. 

Options trading fell back 
sharply In the wake of the 
stock market collapse in 
1987. Several years of 
unsteady growth followed, 
and the record volume of 
1987 was not surpassed nntn 
last year. 

Options trading now takes 
place on four US exchanges, 
some of which compete 
against one another with 
multiple listings available on 
more than one exchange. 
The CBOE remains the 
leader, with 51 per cent of 
option volume, followed by 
the Amex with 24 per cent, 
the Pacific Stock Exchange 
with 15 per cent, and Phila- 
delphia 10 per cent 

U nder its agreement to 
merge with the Amex 
and the Nasd, Philadel- 
phia will retain its trading 
floor for up to five years. Its 
options trading will then 
likely be consolidated into 
that of the Amex. 


Growth in its highly lucra- 
tive options business was 
key to the tumround at the 
Amex. Today, its trade in 
options accounts for about 
one-third of Che Amex's prof- 
its, and two-thirds of the 
traders’ profits. 

One question which fa m g s 
over the industry, however, 
is how much f ar ther consoli- 
dation will - or can - go. 

There has already been 
talk that a merged Amex/ 
Nasdaq/Philadelphia will put 
more competitive pressure 
on the CBOE and increase 
the possibility that it win try 
to acquire the San Francisco- 
based Pacific Stock 
Exchange. 

Another concern is how 
much this industry - and 
other derivatives markets - 
will need to adapt its tech- 
nology. 

At the CBOE, for example, 
while about 80 per cent of 
orders currently flow Into 
the exchange electronically, 
execution is handled 
through the traditional open- 
outcry system. 

.The exchange is already 
examining the possibility of 
offering screen-based trading 
of index products after- 
hours, and/or of trading less 
liquid products electroni- 
cally during the trading day. 


This is aimed at giving 
both companies a bigger 
share of the US combine 
market - a field currently 
dominated by Deere and 
Case, both OS-owned and 
two big world participants in 
form equipment 

In a further swipe at Cat- 
erpillar, Mr Ratliff said its 
joint venture with Claas was 
unlikely to succeed because 
of the “low attractiveness" 
of Claas’s equipment to US 
formers. 

However. Mr Ratliff said 
Claas would fit well with 
Agco because of its strong 
position in Europe, from 
where it gains half its reve- 
nues and is keen to expand. 

Agco’s tractor brands 
include Massey Ferguson, 
the Canadian tractor com- 
pany bought in 1994 for 
$329m. 

Last year it purchased 
Fendt, Germany's biggest 
tractor maker, for 3283m. 



Robert Ratflffc Agco chief sees Claas as good fit 
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BankBoston 
outlines strategy 


By Jobs Anthers 
ta New York 


BankBoston, the US 
commercial fourtc . intends to 
use its $400m acquisition of 
the Robertson Stephens 
investment bank from Bank- 
America to establish a corpo- 
rate “one-stop shop" for 
medium-sized companies, 
and to help build its interna- 
tional investment banking 
operations. 

Similar mergers by US 
commercial banks in the 
past year, following a relax- 
ation of rules by the Federal 
Reserve, have all been aimed 
at the domestic market. 
NationsBank, of Charlotte, 
bought Montgomery Securi- 
ties; First Union acquired 
Wheat First Butcher Singer, 
and US Bancorp bought 
Piper Jaffray. ■ 

Speaking to the Financial 
Times, Henrique Campos de 
Meirelles, BankBoston presi- 
dent, said the bank had 
noted Increasing demand 
from corporate customers to 
access the capital markets in 
new ways, such as high-yield 
debt and loan securitisation. 

It had already built a fixed 
income securities business, 
but did not think ft realistic 
to build equity capabilities 
which were also in. demand. 


including initial public offer- 
ings, mergers and acquisi- 
tions advice, and research. 

He said BankBoston had 
not made a move to buy 
Robertson Stephens last 
year,., when it was acquired 
by Bank America, because it 
.was not offered. 

The company hopes in the 
longer term to use Robertson 
Stephens' equity capabilities 
to help its planned expan- 
sion into Asia. 

Mr Meirelles said: “We are 
building initially in Agin 
through our fixed Income 
group, and we hired a group 
from Peregrine in Singapore. 
These people are beginning 
to build our distribution 
group in Asia and also our 
origination group.” 

Initially, this will mean 
high-yield US debt origi- 
nated by the US customer 
base and bonds issued by its 
customers in emerging mar- 
kets. It also wants to add the 
equity capabilities brought 
to it by Robertson Stephens. 

Mr Meirelles said: “As 
opposed to Citibank we 
aren't going all over the 
world doing everything We 
have a very focused capital 
markets operation in Asia, 
which is an extension of our 
investment bank in Boston 
and Latin America.” 


CBOT, CME agrefe 


• • 


man of Lakota Trading, 
a Chicago-based options 
market-making firm that 
controls 15 seats on the 
Amex. But in spite of his 
concerns. Mr Fossett 
believes the merger will be 
approved in next week’s 
vote. 

Others also expect the seat 
members will approve the 
deal 

“A lot of people who were 
against it have changed 
their minds as a result of the 
roadshows," said Stuart 
A] pert, chairman of the 
Amex Floor Brokers Associa- 
tion and an independent 
floor broker. 


on ‘cross-margining 


i*Htt TO fa Chicago 

The Chicago Board of Trade 
and the Chicago Mercantile 
Exchange, the two big Chi- 
cago futures exchanges 
which have traditionally 
been fierce rivals, have for 
the first time reached agree- 
ment on “cross-margiiiing” 
of interest-rate related prod- 
ucts traded on their respec- 
tive exchanges. 

Traders or customers with 
postions on both exchanges 
will be able to offset the 
rrm i-gfn they are required to 
post at. say, the CME against 
that required by the CBOT, 
when the positions taken 
together indicate an overall 
redaction in risk. 

The measure, which 
requires regulatory 
approval, will cover the 
eurodollar contract at the 
CME and the US Treasury 
contracts at the CBOT. The 


two exchanges have also 
formed a joint committee to 
look at extending cross-mar- 
ginlng to agricultural and 
equity index contracts. 

The move comes amid 
pressure on the exchanges 
from their members to 
reduce trading costs. That 
pressure has intensified as 
the threat from electronic 
trading systems has 
increased and the over-the- 
counter derivatives market 
bas grown. 

Some traders and firms - 
many of which are acti ve to 
both markets - have urged 
the exchanges to put aside 
their rivalry and look 
at ways in which co-opera- 
tion might serve members’ 
interests. 

In recognition of this, the 
CME and CBOT agreed In 
principle to set up a "com- 
mon clearing” system earlier 
flifei year, so that important 


back-office functions art 
handled by one organtaticq, - 
Cross-marglningwassewte 
a significant element in t&, 
However, a ramman-tfeMriog 
mechanism b unlikely to be . 
in operation before 1996, and 
the CMK saW yesterday th*t " 
a decision had bwn mate to ' 
press ahead with thfa saiint • 
quickly- The current cross- 
margining proposal will -oat 
be dependent an the .am. - 
man clearing scheme. . 

Details of the ■'common 
clearing" proposal are Using 
finalised by lawyan. # 
Although it is unclear 
whether it will be Tri g n efl by 
the heads of the exchanges 
by the June 19 deadline, this 
is expected within a few 
days. The CBOT said it- 
expected the proposal to a 
special board meeting on 
July 9. After that, the pro- 
pos.il will be put to members 
within 90 days. 


INTERNET APPROACH BY TELECOMS GR0UP 6ETS C 


AOL shares leap as 
group rebuffs AT&T 


By WgBam Lewis and Richard 
W a ters in New York and Louise 
KetoeinSan Francisco 


Shares of America Online 
leapt almost 6 per cent in 
early trading on Wall Street 
yesterday after it emerged 
that the world’s leading 
ftnlfrw service had rebuffed a 
takeover approach from 
AT&T, the largest telecoms 
company in the US. 

As reported in toe Finan- 
cial Times yesterday, AT&T 
approached AOL several 
weeks ago with a tentative 
offer. 

One person close to the 
talks said that the approach 
had valued the online ser- 
vices company at $32bn- 
$33bn, compared with AOL’s 
current market capitalisa- 
tion of more than S20bn. 

At lunchtime In New 
York AOL shares were trad- 
ing $5 14 higher at $94, a rise 
of 592 per cent 

The share prices of other 
internet stocks were also up 
on speculation that they 
may consider linking with 
telecoms groups. Yahoo! was 
up $7£. or 6.48 per cent at 
$129%, and Excite was up $5, 
or 7.4 per cent, at $72ft. 
AT&T’s shares were up $S 
at $62%. 

Neither AOL nor AT&T 
would comment yesterday. 
However, AOL’s top execu- 
tives are understood to have 
Informed AT&T several days 
ago that they did not want 
to sell the company. 

People dose to the talks 
suggested that discussions 
could be restarted and said 
they felt that Robert Pitt- 
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man, AOL chief operating 
officer, was keen to complete 
a deal Steve Case, AOL 
chief executive officer, is 
known to be against. 

With some 12m subscrib- 
ers, AOL is the world's larg- 
est rmHnn service and inter- 
net access provider. AT&T’s 
apparent willingness to pay 
a significant premium to cat- 
apult itself to the forefront 
of online services and elec- 
tronic commerce reflects the 
growing importance of the 
internet to telecommunica- 
tions carriers. More than 
Half of the traffic on North 
American telephone net- 
works is internet data. 

Under Michael Armstrong, 
its new chairman, AT&T has 
embarked on an ambitious 
path to extend its reach into 
new, faster-growing markets 
to add to its core 
long-distance business. 

The acquisition of AOL, 
while greatly diluting the 
company’s earnings per 
share, would give It a lead- 
ing position in the most 
dynamic part of the commu- 
nications industry. Wall 
Street analysts said. 

With its large and fast 
growing subscriber base, 
AOL dominates the North 
American consumer market 
for internet access and has a 
significant presence in inter- 
national markets. AT&T's 
internet access service. 
WorldNet, is far smaller, 
with l.lm subscribers. 

AOL has been particularly 
successful in creating o nline 
"communities'*, or special 
interest groups, which are 
widely seen as the key to 


boasting electronic com- 
merce. Croups with spate 
interests, for example, an a 
magnet for sportswear 
advertisers. 

The online service is also 
in the forefront of a rapidly 
growing trend toward the 
creation of internet “portafcT 
or “supersites" - web sites 
with a broad content and 
services. These sites, which 
include Yahoo! and Excite as 
well as AOL. garner the 
lion's share of internet 
advertising revenues. 

Portals can also charge 
high fees to retailers and 
online publishers for “space" 
on their web sites. In the 
most recent deal of this sort. 
The Fragrance Center, ao, 
online cosmetics retaltalfl 
will pay AOL $i2m over four 
years, plus a share of reve- 
nues. in return for promi- 
nent display on AOL’s site. 

With electronic commerce 
predicted to grow to foobn 
by 2000. up from about $20bn 
last year, internet portal 
sites are attracting intense 
interest from investors. This 
month, NBC purchased a IS 
per cent stake In Snap, a por- 
tal site operated by Cnet for 
an undisclosed sum. The 
deal also gave NBC "an 
option to buy up to 60 per 
cent of Snap for 538m. 

Internet access providers 
are also forming partner- 
ships with portal sites., 
AT&T recently signed dea^ 
with Lycos. Excite and Info- l 
seek. In March. MCI Commu- 
nications joined with Yahoo! 
to provide an online service. 

See Lex 
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CREATE WORLDS LARGEST PROPERTY ADVISORY COMPANY 


LaSalle in talks with Jones Lang 


*- 




By Nonna Cohen 

LaSalle Partners, one of the 
US’s largest property advi>- 
sory companies, said last 
. night it was in talks with 
UK-based Jones Lang Woot- 
ton about a merger which 
would create the world’s 
-largest property advisory 
company. 

The move comes amid an 
accelerating pace of cross- 
border mergers of firms 
. advising on the investment 
in and management of real 
, estate to meet the demands 
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of increasingly international 
occupiers and investors. 

LaSalle made the state- 
ment after heavy trading in 
its shares on the New York 
Stock Exchange in recent 
days. 

The company has a mar- 
ket capitalisation of $725m 
and revenues last year were 
5225m, up 41 per cent on 
1996. Net earnings rose EL9m 
to 525.8m, 

JLW partners had been 
deeply divided over an inter- 
nal proposal to seek a stock 
market Hating of the firm in 


order to raise additional cap- 
ital for expansion. 

In sdrtiHnn to npprting cap. 
Jtel for expansion, JLW is 
considering whether to 
become a co-investor in 
properties alongside its cli- 
ents. a move which US 
investors are increasingly 
demanding of those advising 
them on real estate deals. 

JLW, organised as a part- 
nership, has 84 offices in 33 
countries, with more than 
4,000 staff. Although it has 
established a presence in the 
key US market, where many 


multinational tenants and 
investors are based, it has 
not been able to build a criti- 
cal mass of business there. 
The company had gross rev- 
enues of £282m in 1997. 

LaSalle, with more than 
MOO staff is a market leader 
in the US but has a minimal 
presence elsewhere at a time 
when its US clients are 
Increasingly seeking both 
property services and invest- 
ment opportunities overseas. 

Two years ago It acquired 
the property investment arm 
of CIN, the fluid manage- 


ment division of the British 
Coal pension fund. LaSalle 
said that a merger would be 
through a stock transaction, 
although it was not certain 
any deal would be con- 
cluded. 

Separately, LaSalle is in' 
talks to acquire Compass 
Management and Leasing, 
the Atlanta-based real estate 
management services arm of 
Australia-based Lend Lease 
for cash. Also, LaSalle is 
negotiating to acquire Lend 
Lease's US retail property 
m anag ement business. 


Premier 
and Shell 
link in 
Pakistan 


By Robert Cwzfne 
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Premier Off the UK-based 
-explorer, and Royal Dutch/ 
Shell are to pool their 
onshore exploration and pro- 
duction interests in Pakistan 
as part of a wide-ranging 
agreement to build a large 
natural gas business there. 

Premier will have a 50.1 
per cent stake in the ven- 
ture, which has been valued 
at $3S0m. Premier wiQ be its 
j operator, although Shell will 
provide financial and com- 
. merrial managers. 

Shell will include its share 
. of the Bhit field, a large gas 
discovery made last year by 
. Lasmo. All Premier's 
onshore assets in Pakistan 
are included, except for its 
100 per cent interest in the 
Kandra exploration licence. 
Shell will pay the first 560m 
of the venture’s expenditure 
. because of an imbalance in 
the value of the two compa- 
nies' assets. 

The venture will be espe- 
cially strong in the hilly 
, “fold-belt" area in southern 
Pakistan, where several big 
discoveries have been made. 

Charles Jamieson, Pre- 
mier’s chief executive, said 
. the deal had provisions for 
possible midstream and 
downstream joint develop- 
ments such as power genera- 
tion. 


BNFL set to buy Westinghouse 


State-owned group in consortium, 
including Morrison Knudsen of US 


By Virginia Marsh 


A consortium involving 
British Nuclear Fuels, the 
state-owned nuclear fuel 
waste processor, is poised to 
agree the purchase of the 
Westinghouse nuclear busi- 
nesses and may announce a 
deal as early as tomorrow or 
Monday. 

The consortium, which 
also includes Morrison 
Knudsen, a US engineering 
group, was one of three 
groups that bid for the busi- 
nesses late last month. It is 
in exclusive negotiations 
with CBS Corporation, the 
former Westinghouse Elec- 


tric which is selling its 
remaining industrial busi- 
nesses after transforming 
itself into a media group. 

The deal could be worth 
Slbn-5L5bn, including liabili- 
ties. 

The move would give 
BNFL the technology behind 
a third of the world's 
nuclear plants. The business 
also comprises a smaller 
government services divi- 
sion whose activities include 
servicing nuclear weapons. 

“This is potentially a very 
exciting deal for BNFL. 
Nuclear plant clean-up is 
going to be a huge business 
in the coming years," said 


Peter Atherton of Dresdner 
Kleinwort Benson. “At the 
least, it eliminates Westing- 
house as a competitor.” 

Analysts said the US mar- 
ket also represented a valu- 
able diversification away 
from BNFL's controversial 
fuel reprocessing business in 
the UK. It runs the Thorp 
reprocessing plant at Sefla- 
field, and is in the process of 
merging with Magnox Elec- 
tric. which operates six age- 
ing UK nuclear plants. 

It is believed the other bid- 
ders for the Westinghouse 
assets were a group includ- 
ing Framatome and Cogema, 
the French state-run compa- 
nies, and a US consortium. 

BNFL and Idaho-based 
Morrison Knudsen already 
work together in the US on 


government contracts to dis- 
pose of waste from atomic 
weapons production. BNFL's 
US operations account for a 
large part of sales from 
international activities 
which last year contributed 
£50im (5817m) or 32 per cent 
of group sales. 

CBS, whose operations 
include its television net- 
work and radio stations, has 
said it would like to sell the 
Westinghouse businesses by 
the middle of this year. Last 
month, it agreed to sell its 
Westinghouse Process Con- 
trol Division to Emerson 
Electric for 5265m. Emerson 
will provide Westinghouse's 
nuclear power business with 
technology, hardware, spare 
parts and services in an 
exclusive supply agreement. 
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Carlton 
in $264m 
offer for 
Nimbus 

By AHce Rawstborn 

Carlton Communications, 
the UK media group, yester- 
day launched a S2Rrn recom- 
mended tender offer for Nim- 
bus CD International, the 
Nasdaq-quoted US disc man- 
ufacturer. 

Owners of 44 per cent of 
Nimbus shares, including 
management, have agreed to 
accept Carlton's Sll.50 a 
share cash offer. By early 
afternoon in New York Nim- 
bus shares were up S& to 
SllA. Shares in Carlton 
eased 6p to close at 545p in 
London. 

The acquisition will accel- 
erate Carlton's efforts to 
strengthen the presence of 
its Technicolor subsidiary in 
the expanding market for 
digital versatile discs, billed 
as a successor to the video 
cassette and CD- Rom. 

Technicolor began as a 
motion picture film proces- 
sor. and diversified into 
video cassettes in the 1980s. 
It is now one of the world’s 
largest manufacturers in 
both sectors. 

Nimbus, based in Charlot- 
tesville, Virginia, has a sub- 
stantial presence in CD-Rom 
production, and also manu- 
factures audio-CDs. DVD-Vi- 
deos and DVD-Roms. 

It made pre-tax profits of 
52lm in the year to March 
31, when net assets were 
$66 m, including net debt of 
$ 18 m_ 

Carlton hopes to complete 
the acquisition by the end of 
next month. It expects cost 
savings principally in the 
sales and marketing areas. 
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Not a bad second best for 
Thom's abject shareholders. 

While many will regret the 
lack of a bid for the whole 
group - talks with an 
unknown suitor are ongoing 
- the sale or its US busi- 
nesses to Renters Choice, 
absolving Thom of long- 
standing legal liabilities, is 
still good news. At one times 
historic sales and nine times 
operating profits, the £545m 
f $894 ml proceeds from the 
sale - much of which will be 
handed straight back to 
shareholders - has pushed 
the strategic review off to a 
Dying start. But to maintain 

the momentum, Thom must secure good prices for the 
remaining international businesses and manage the decline 
or the UK rump gracefully. 

UK restaurants 

Pierre Victoire went from cheap and cheerful to cheap and 
nasty, and now it's off to the receivers. Like many small 
companies, the Gallic bistro chain expanded too rapidly 
from an inadequate capital base. Without a firm grip on its 
over-franchised and poorly-sited restaurants, the centre 
failed to maintain standards throughout the chain. A struk- 
frites staple dish can have hardly helped draw crowd's given 
mad cow phobia. But its 5~M score in Harden's 1997 Guide 
to London Restaurants - where 1 is outstanding and 5 
disappointing for food, service and atmosphere - tells the 
story of dire value for money. 

While most of its problems were of its own making. Pierre 
Victoire’s failure has implications for others in the frag- 
mented restaurant sector such os Pizza Express and City 
Centre Restaurants. As the UK's cafe culture blooms and the 
non-bome-cansumed share of food spending rises from about 
25 per cent now to the much higher US levels, the market's 
high growth potential will continue to entice new entrants. 
Hotter competition has already put pressure on property 
prices and staff (especially chef) availability, particularly as 
pub groupG such as Scottish & Newcastle enter expansionist 
mode. 

Furthermore, with economic growth projected to slow, a 
degree of consumer belt-tightening may occur. Some may 
stop eating out but more will downgrade, benefiting sub-Eli) 
a head operators. Well-organised chains that enjoy purchas- 
ing economies are the best placed to prosper. Pizza Express 
is one, but its shares are already highly valued. 


NHP sets its sights on Spain 


By Susanna Voyte 


Nursing Home Properties, 
the specialist property com- 
pany. is ready to begin a 
£35m ($57m) expansion into 
Spain. 

Richard Ellert. chief execu- 
tive. said yesterday that 
Spain was the most attrac- 
tive of the continental Euro- 
pean markets. 

“At some stage our growth 


in the UK will slow down," 
he said. “And Europe is the 
obvious place to go. I see us 
as a European property com- 
pany in the longer term.” 

NHP - which buys pur- 
pose-built care homes and 
leases them back to opera- 
tors - has spent nine 
months investigating the 
Spanish market. Mr Ellert 
said there were 100,000 nurs- 
ing-homes beds in Spain 


with a population of 44m - 
against 570,000 beds and a 
population of 56m in the UK. 
NHP also plans to look at 
France and Germany. 

Mr Ellert said the com- 
pany planned a £200m secur- 
itisation - NHP's second 
since it was formed at the 
start of 1995 - in September. 
Securitisation involves issu- 
ing bonds backed by an 
income stream. 
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Fortis AG 




Statement in respect of the Public Offer of Exchange by Fortis AG 
for all shares that it has not previously acquired in Generate de Banque/Generale Bank 
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In view of its public offer of exchan^^^sfe^^Ss 

that it has not previously acquired iff 

Bonque Generate Bonk, Fortis AG 

June 15. 1998. tbe following unanimous 

Board of D ireewrs of Genera le de Banque/Generale 

Bank: 

“Opinion dated June 12, 1998 of the Board of 
Directors of Generate Bank S.AVN.V. on the public 
offer of exchange by Fortis AG 
In accordance with articles 14 and following of the 
Royal Decree of November 8. 1989, the Board of 
Directors of Generate Bank S.A./N.V. has examined 
the following new elements of which it has been 
informed in the context of the public offers by Fortis 
AG and A BN -Amro following the opinion which it 
rendered on May 29. 1 998. 

- an advice of the Banking and Finance Commission 
communicated on June 5, 1 998, announcing a 
modification of the condition linked to the offer of 
ABN -.Amro: 

- an advice of the Banking and Finance Commission 
communicated on June 5, 1 998. announcing a higher 
offer made by Fortis AG: 

- a public announcement by ABN-Amro of its decision 
to withdraw its offer in accordance with article 12 of 
the Royal Decree of November S. 1989. 

On the basis of these elements, the Board of Directors 
considers it appropriate to review the opinion rendered 
on May 29. 1998 and to replace it. for the convenience 
ofilie reader, by the following opinion: 

, CP mT ^nKTHEPR OSP EaiiSQFF0PT l S A G 

In accordance with article 15. S 1 orthe Royal Decree 
of Nov ember S. 1989. the Board of Directors has 
informed Fortis AG and ihe Banking and Fmanw 
Commission of its comments on the draft text of the 
prospectus. 
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In accordance^wid^artlcjeT5. ; ^2 oftfcq Royal Decree 


viewpoint of the interest of the aggregate of the 
shareholders, creditors and eraployptgwffjhe company. 
In doing so, it has taken into accorord^ptwirion of 
the Works Council, which is ahai^eiilii an^, to this 
opinion. V. •* >G 

As for as the interest of the empRjy^^^igiMrned, to 
the extent that this is l inked to the interest of the 
company and its development, the Board of Directors 
has noted that the business- plan of Fortis .AG.cpnfines 
a leadership role to die bank in teE^s pffee-;^G 
management aod tbe deveiopmentdfflteteE^.in 
Belgium and in the world, thereby tipe^^pi^aecuves 
for long-term development. In the 
Board has taken note of die statements ma&Efiy Fortis 
AG announcing that there will not be anyffGffir; 
redundancies. yAX ; G^-.'; 

The offer of Fortis AG conforms with therajtrfrements 
as fixed during the Board meeting of May 12, 1 998 to 
enter into a strategic alliance with Fortis AG. The 
advantages to be derived from the synergies 
announced in the business plan of Fortis AG are 
substantial. This plan allows to guarantee the 
continuance of a policy which is compatible with the 
bank's interests, comprising respect for its integrity 
and maintaining in Belgium an independent decision- 
making centre, in compliance with the Protocol on the 
autonomy of the banking function. 

As for as the interest of the creditors is concerned and 
more in particular that of the bank's deposit holders, 
the Board of Directors establishes that the business 
plan of Fonis AG as well as the financial resources of 
this company are of a nature, capable to safeguard such 
interests. 

As far as Ihe interest of the aggregate of shareholders 
is concerned, the Board of Directors is of the opinion 
that die financial value, of the offer of Fortis AG is 
particularly attractive: the offer exceeds in a material 
manner die average quoted price of the Generate Bank 
Share during the Last months and years and by-passes 
tbe currently withdrawn offer by ABN-Amro with 5 %. 


As a conclusion, tbe Board of Directors is of die 
opinion that the offer of Fortis AG is favourable and in 
the interest of tbe aggregate of the shareholders. 
t creditors andL&pIqyceS of the company. 

ffG /..TFfist foregpii^ bpmfcm tws been approved unanimously 
•v.yyby all direetdrspresefd andrepresemed 

3. DECLARATION OF INTENTION 

.... In accordance with article, 15. S. 2 of the Royal Decree 
G i ' 1989. the Board of Directors has 

: te of its members jtomake public their 

y ■}>' icrtoifemsis well as the intentions of the shareholders 
ff'GX-'jji tfKuhjUtey fn faci represent as to rhe sale ofihcir 
die framework of the offer by Fortis AG. 

> G-y^ibieji^eniiy, the attending directors have 
-'-i'yG.£aiawfrtHisly declared that the shareholders whom they 
in fact represent as well as they themselves will 
contribute their shares to the offer by Fortis AG. In 
total, these declarations concern 198.93d shares latter 
deduction of the shores held by the Socicte Generate 
4"de Belgique S.A_ the company Mutuelle Solvay and 
-ff ffffJJmpn Financiers BoeJ S.A« which have already 
G.Gq qExjmudtted themselves to contribute such shares to 
AG under the sole condition precedent of 
^approval of the operation bj' the European competition 
authorities). 

The Board of Directors establishes that the articles of 
association of the company do not contain any pre- 
approval clause, nor a pre-emption right- and that 
accordingly, no intention needs to be announced as to 
the possible application thereof. 

Summary of the opinion issued following the 

increase of tbe public offer of exchange of Fortis 

Works Council of June 1 0. 1 998 

The aggregate of the trade unions render a negative 

opinion in respect of the Public Offer of Exchange of 

Fortis. 

The main reasons justifying this opinion an: : 

- the refusal of any form of merger 

- the fear that the increase of the price to he paid by 
Fortis will have a negative impact on the personnel, 
since the integration of the banks and the cutting or 
personnel costs will have to be accelerated: 


- the use of the poison pill and the apparent division 
within the Board of Directors: 

- the lack of clarity as to the social plan and business 
plan. 

in a spirit of economic realism, the AC AMO. on its 
part, renders a favourable opinion on the public offer 
of exchange by Fortis. but has substantial reserves as 
far as the impact of the operation on employment is 
concemd. In addition, it regrets the qualification of the 
competing offer as hostile. 1 " 

The prospectus about the offer is available at the 
following financial institutions: 
in Belgium: ASLK-CGER Bank. Generate de 
Banquc Generate Bank. Bonque Bruxelles Lambert 
Bonk Brussel Lambert. K.BC Bank. Petercam 
aux Pavs-Bas: Generate Bank Nederland, Mees Pierson 
N.V.VSB Bank 

au Grand Duclte da Luxembourg: Banque Generate 
du Luxembourg. Fortis Bank Luxembourg 
en France: Banquc Parisienne de Credit, Banquc 
Regions le du Nord 


Fortis AG, public company incorporated 

with limited liability 

Boulevard Emile Jacqmain 53 

100(1 Brussels 

Belgium 

R.C.: Bros. 18! I 
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GROWING BUSINESS DEFENCE OF THE HOME MARKET 


When rivalry turns 
friends into foes 


Peter Marsh looks at how Bruderer, the Swiss machine tool 
company, is fighting back against Japanese competition 


WTM Company divorces 
r\y*i are painful enough 
fcr xr without the former 
partners getting into bed 
with, each other’s friends. 

This is the tale of two col- 
laborators in the interna- 
tional machine tool industry 
who decided to go their sepa- 
rate ways, and the strains 
that then appeared. The bat- 
tle shows the type of tactics 
deployed by rivals in niche 
businesses with global ambi- 
tions in this industry worth 
about $40bn a year. 

For 13 years, Bruderer of 
Switzerland nwd Alda Engi- 
neering of Japan, both lead- 
ers in high-speed press 
machines for industries such 
as electronics, got on well. 
Aida made machines under 
licence for Bruderer in the 
fast-growing south-east 
Asian market, with Brad eid- 
er's nam e on the finished 
product 

The agreement ended, ami- 
cably enough, in 19%. The 
privately owned Swiss com- 
pany decided to take full 
control of its operations in 
the region, selling machines 
made in its own plants in 
Switzerland and the US. 

At about the same time, 
Aida decided to expand in 
Bruderer’s "home” territory 
of Europe - where the Swiss 
company has some 60 per 
cent of the market - through 
the takeover of a UK 
machine tool company. 

Now that Aida is actively 


wooing Bruderer’s European 
customers, Bruderer is feel- 
ing the heat The Swiss com- 
pany has responded with its 
awn marketing drive in 
Japan and the rest of south- 
east Asia. It plans to 
upgrade its large installed 
base of Bruderer machines 
with new components. 

Markus Bruderer. chair- 
man and part-owner, says 
his new push in this part of 
the world is based not least 
an the need to distract Aida 
from its attempts to build 
strength in Europe. Mr Brn- 
derer's brother Adrian is 
production director and also 
owns part of the company, 
while the other shareholder 
is the Bruderere’ sister. 

The niche both companies 



are competing in is 
high-speed presses, which 
stamp out tiny parts with 
micrometre accuracy at up 
to 1,500 a minute. Total 
global sales In this sector are 
estimated at $30Qm a year. 
The machine are electroni- 
cally controlled and require 
very precise mechanical 
engineering skills, ghvrTlBr to 
those used to make high- 
performance diesel engines. 

Only a few companies - 
including Yamadadobby of 
Japan, Minster of the US and 
Mabu of Germany - have 
the technology to make 
these machines. But they 
produce same of the essen- 
tial components for goods 
such as mobile phones, cars 
and domestic appliances. 


Automatic punching press 


Tm far more 
concerned about 
the Japanese 
[press machine 
makers] than the 
Germans. When the 
Japanese do 
something, they 
fight very 
tenaciously 1 

Markus Bruderer 


in the small world of 
high-speed stamping, most 
suppliers know each other's 
strengths and weaknesses 
almost as well as they know 
their own. As a result, win- 
ning orders Is as much about 
stopping your competitors 
getting a look in on a new 
contract - by undercutting 
on price or coming out with 
a better design - as finding 
out about a new contract. 

Mr Bruderer, whose com- 
pany was started by his 
father in 1943 and has 
annual sales of about $9Qm, 
explains that Aida’s attempt 
to expand In Europe Is a 
serious threat to the domi- 
nance of his own company 
in the region. 1 am far more 
concerned about the Japa- 
nese {press machine makers] 
than the Germans. When the 
Japanese do something, they 
fight very tenaciously." 

As for Aida, whose sales 
include other types of 
presses besides the 
high-speed variety for elec- 
tronics parts, its revenues 
are roughly three times 
Larger than those of its Swiss 
rival Its size could make it a 
tough competitor to 
Bruderer in Europe. 

Two years ago, the pub- 
licly quoted Aida embarked 
on its European expansion 
by buying Bliss, a XJK-based 
machine tool maker. Bliss 
bad previously been part of 
a bigger US group but had 
fallen on hard times and was 
in the hands of file receiver. 
However, Aida spotted that 
it would proride file basis 



Markus (Jeff} and Adrian Dnideran tfwr attempt to stave off the Japanese challenge is based on usrig thair knowledge of market trend* 


for the company’s first pro- 
duction effort in Europe. The 
Japanese company Is now 
spending $5m on a new 
agswnhl y plant at Derby in 
the UK and recruiting sates 
staff around the Continent. 
It has set its sights on dou- 
bling its annual sales in 
Europe to about $36m by 
early next decade, based on 
UK production and also 
imports from Japan. 

Brnderer's attempt to 
stave off the Japanese chal- 
lenge in Europe is based on 


using its knowledge of mar- 
ket trends - such as how 
much suppliers will pay for 
a new margin* to do a spe- 
cific stamping job - to price 
its own wmriwnfla lower than 

those of Aida. It will also 
step up its servicing 
operations to keep existing 
machines running smoothly. 
The latter is crucial as many 
customers require their 
presses - which can cost np 
to S500.000 - to run almost 
24 hours a day. 

In the Asia-Pacific region. 


Bruderer aims to increase its 
meagre S per cent share of 
the high-speed press market 
to about 15 per cent over the 
next few years. Bruderer has 
2,000 of its own. machines 
installed in the region, most 
of them built through the 
alliance with Aida. It plans 
to base a team of 40 engi- 
neers in the area, to per- 
suade gristing users of Bru- 
derer machines to improve 
them with new parts or to 
buy a new system. 

The parting from Aida 


means Bruderer has had to* 
raise its gome. “It falterd 
work, but we are gradually^, 
achieving our targets {In tbaiTW- 
region]." say’s Markus Bra- * 
dercr. As for Europe, the 
company is putting more 4 - 
effort into research and - ’ 
development - particularly;'" 
an software, which occupies 
seven of its 50-strong devil- * 
oprnent group. "The Japa- „ 
nese are snapping at our* 
heels, but wc think they are** 
still some way behind." says *- 
Markus Bruderer. 


MANAGEMENT CHANGE AT C&J CLARK 


Why one size does 
not fit all in US 


Drastic reforms have revived the 
shoemaker's fortunes, says William Lewis 


ni| For generations of 
tu children forced by 
WiXM parents to dress sen- 
sibly far school the unthink- 
able is happening: Clarks 
shoes are cooL 

The company’s "Walla- 
bees" are the chosen foot- 
wear for the Verve rock 
band on the cover of their 
latest album; Clarks desert 
boots, meanwhile, are worn 
by UK band Oasis. 

There have been changes, 
too, for shareholders of the 
privately owned, UK-based 
C&J Clark, manufacturer 
and retailer of the shoes. 

Under the leadership of 
Timothy Parker, appointed 
chief executive in 1995, and 
Roger Pedder. who became 
chairman in 1993, Clark has 
returned to financial health, 
taken a lead position in the 
UK shoe market and is now 
focused on achieving rapid 
international expansion. 

Following factory closures 
and staff cuts announced in 
1996, Clark reported pre-tax 
profits of £35m ($57.4m) for 
the year to January 31 1998, 
against losses of £409,000 the 
previous year - Including 
the £30.4m cost of closing a 
number of factories. For 
years shareholders have 
been squabbling about 
whether Clark should 
remain a private company or 
□oat on the London Stock 
Exchange. Mr Parker and Mr 
Pedder are conducting a 
review which could lead, 
within two years, to the 
board recommending to 
shareholders that a flotation 
takes place. 

Nowhere is the change at 


the company more evident 
than at Clark's North Ameri- 
can operations, previously 
based in Philadephia and 
now headquartered in Bos- 
ton. Massachusetts. Things 
had got so bad that Mr Par- 
ker wrote in Clark's annual 
report for the year ending 
January 31 1996 that the 
wholesale operation of Bos- 
tonian, the US shoe company 
it acquired in the early 
1980s, bad had “a disastrous 
year". 

Mr Pedder added that 
“profits effectively col- 
lapsed" in the US due to “a 
combination of over- 


*We were buying 
shoes from 
English factories 
and trying to sell 
them here* 


optimism, poor marketing 
and a failure to control the 
sales function". In the year 
to January 31 1996, the US 
operations achieved a trad- 
ing profit of just £700.000 
compared with £3.6m in the 
previous year. 

Looking back, Mr Pedder 
says the problems were due 
In part to the management 
structure in the US. Clark 
had three US shoe busi- 
nesses: Bostonian, Hanover 
and Clarks England. In the 
early 1980s, Bostonian was 
merged with Hanover, an- 
other shoe wholesale, retail 


and manufacturing opera- 
tion. But Clarks England, 
the direct off-shoot of the UK 
business, was kept separate. 

Bob Infantino, who had 
been manag in g the Clarks 
England retail, wholesale 
and manufacturing oper- 
ations, was appointed at the 
end of 1995 to head a new 
grouping known as the 
Clarks Companies North 
America. Clarks England, 
Bostonian and Hanover now 
report directly to him. • 

A loss-making shoe factory 
in Pennsylvania has been 
shut, the company’s head- 
quarters moved to Boston 
and while the Bostonian and 
Clarks England brands con- 
tinue to be marketed sepa- 
rately, some of the tradi- 
tional features of Clarks 
shoes are being incorporated 
Into the Bostonian shoe 
range, and vice versa. Sev- 
eral of the company’s loss- 
making stores have been 
replaced by outlets with live- 
lier Interiors to appeal to a 
younger market The shoes 
have been redesigned, with 
the US staff given the free- 
dom to develop their ver- 
sions of traditional Clarks 
shoes. 

The company no longer 
focuses on exporting to the 
US shoes that were designed 
for the UK market. Clark 
North America’s designs 
reflect the facts that shoes 
are worn mare tightly in the 
US compared with Europe 
and that the average size is 
also larger. While Clark- 
owned stores and others are 
still selling traditional 
Clarks shoes, US sates are 
increasingly coining from 
ranges adapted to US tastes. 

“We were an organisation 




buying shoes from English 
factories and trying to sell 
them here," Mr Infantino 
says. 

The changes helped dark 
North America achieve prof- 
its before exceptional items 
of £10-9&n in the year to Jan- 
uary 31 1998, more than dou- 
bling the figure of the year 
before. Sales, at £157 .6m, 
woe op by 14 per cent. 

Unlike in the UK. where 
Clark is primarily a retail 
operation, the success 
achieved in the US has 
derived mainly from the 
rapid growth of Clarks and 
Bostonian wholesale busi- 
nesses. Questions remain 
about the profitability of the 
US retail portfolio and there 
are plans to prune the num- 
ber of Hanover stores, while 
increasing the number of 
Bostonian and dark stores. 

“1 would like to see 60 per 
cent of sales overseas within 
five years," Mr Pedder says. 
With non-UK sales currently 


TECHNOLOGY WORTH WATCHING 


Algorithms may 
signal cancer 
breakthrough 

Accurate protein analysis is 
crucial for many branches of 
cancer research. New mass 
spectrometry instruments 
introduced ki the early 1990s 
have made rt possible to 
analyse minute amounts of 
proteins. The snag is that it is 
time-consuming and difficult 
to analyse the data accurately. 

The Imperial Cancer 
Research Fund, the UK 
charity, Is working with 
consultants from EOS, the 
information technology group, 
to develop sophisticated 
signal-processing algorithms 
to help with foe analysis. 

It is woridng an algorithms 


originally developed for 
military use during the cold 
war to help process radar or 
sonar signals. As well as 
speeding up and simplifying 
the sequencing processing, 
the algorithms may also make 
the analytical technique more 
sensitive. That may allow 
researchers to detect and 
classify proteins at far lower 
axrcentrations than previously 
possible, opening up new 
Ones of experimentation in 
cancer research. 

EDS: UK, tel <0)1684 894449; 

htto.VAwvw.acfe. com 

Better methanol 
fuel cell process 

Fuel cells that convert 
methanol into electricity are 
potentially a practical and 


envir on mentally friendly 
source of power. Now thefr 
performance has been 
dramatically improved by a 
complex new catalyst, 
according to a report in last 
week's Science magazine. 

The usual problem with 
using methyl alcohol or 
methanol In fuel cells ts that 

its oxidation hi the cell 
poisons the catalytic electrode 
surface. 

Using a new technique for 
making and testing hundreds 
of different catalysts at the 

same time, researchers at 
Penn State University and the 
Illinois Institute of Technology 
came up with a combination 
of four dements. The new 
catalyst - containing platinum, 
ruthenium, osimm and 
iridium - performed between 
40 per cent and 100 par cent 


better than the 
platinum-ruthenium aHoy that 
was previously the 
best-known catalyst 
for methanol fuel 
cells. 

Perm State: US, tel 
8148638408; e-mail 
torn@chsrrLpsu.Kft; 

Bacteria to clean 
up contaminants 

I Australian scientists are 
testing an improved technique 
for applying bforemeefiation to 
pollution problems. The 
researchers from CSIRO, the 
national research organisation, 
are treating groundwater 
contaminated with a common 
pesticide called atraztne In 
Perth, 

Bacteria are injected Into 


at 40 per cent of overall sales 
last year, that implies rapid 
growth both in the US and 
Clark's operations in east 
Asia and Australia. Mr Ped- 
der describes the ambition 
as his "legacy" and wants to 
see a 50-50 split between UK 
and non- UK by 2000. 

To achieve this, he says, 
Clark -Is moving to a more 
flexible structure, with a 
“loose holding company with 
a big UK base that is primar- 
ily a retailer, and a world- 
wide organisation based on 
wholesale marketing compa- 
nies". He describes the link- 
ing features between the var- 
ious regional companies as 
common ownership, a com- 
mon brand and a common 
set of brand ethics. 

“We want to be the num- 
ber one branded casual foot- 
wear company in the world.” | 
Mr Pedder says. “It does not 1 
matter if the shoes look or 
feel different if the linkages 
are intact." 


the leading edge of the plume 
of the contaminant so it can 
break down the chemical aid 
halt ft. 

The bacteria wffl then be 
circulated, maintaining its 
potency. 

Although atrazlrve breaks 
down naturally when close to 
the surface of water, that 
(foes not happen when it is 
15m below the surface aid 
immersed in water that lacks 
oxygen. 

The researchers chose a 
bug discovered by an Israeli 
scientist The bacteria, called 
Pseudomonas citroneBofis 
converts the atrazlne to 
carbon dioxide, 

CSIRO: Australia, tel 
893336306; http jt 
www.csm.au/ 

Vanessa Boulder 



JOHN W. HUNT 

ADVISES 


Escape from the 
shock of the new 




The perils of change could be reduced 
with the help of a simple checklist 


Dear Professor Hunt. 

I am a manager of a division 
of a big ntnUmattanal Over, 
the past fine years, I have 
attended three courses on 
managing change. I have not 
found them of great value in 
my day-today work. 

Complex theories are 
presented that have tittle or 
nothing co do with problems I 
face. Can you suggest a 
simple model or approach 
that anyone irmohxd in 
managing change could use? 

When it to change 
managemen t there are so 
many propositions and 
techniques available that the 
whole change “marker can 
be intimidating. Has is an 
attempt to provide the 
simple model you are 

seeking. 

There are two obvious 
areas of difficulty. First, 
conceptualising one's 
organis a tion in a different 
shape or structure - or with 
different processes - 
requires particular skills of 
imagination and of 
abstraction. My experience 
is th at such stciTk are 
possessed by only a small 
percentage of the working 
population. 

Second, in so many areas 
of change management there 
is almost nothing to see - 
unlike, say, the building of a 
house or the writing of a 
new computer program. 

in the 1970s, the 
now-disbanded Philips 
technical department in 
Eindhoven, the Netherlands, 
attempted to address this, 
and instructed those 
involved in change 
management to start the 
process by planting tulips in 
a window box at work. The 
purpose was simple: to 
provide employees with 
tangible evidence of the 
process of change, mirroring 
that taking place within the 
organisation. I use a 
similarly simple model to 
assess the chances of success 
of those projects with which 
I am involved. 

The model has five 
components: pressure for 
change; leadership and 
direction; capable people; the 
first steps; and effective 
rewards. If any one of these 
is missing, there is a greater 
probability that the project 
win fail Bat how do these 
components impact on the 
process of Chang® 
management? 

Pressure for change can 
come from within a 


company or from outside. 
Most successfttl change 
programmes depend on 
external sources of pressure 
- for example, competitors, 
predators, government 
regulators, customers and 
clients. 

Interdepartmental feuds, 
InterdivisJonal competition 
and senior management 
demands can all bring 
internal pressure to bear and 
trigger change. Without 
pressure, the change will not 
occur. If the pressure does 
not hurt enough the change 
Is likely to be little more 
than a theoretical exercise. 

There were many 
examples of the latter in the 
UK daring the 1970s. 
Considerable sums of money 
were spent by large, 
bureaucratic organisations - 
public and private sector - 
in an attempt to change the 
values and attitudes of 
employees. The aim was to 
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achieve substantial and 
necessary organisa tional 
c han ges. But the pressure 
was Insufficient and the 
change was negligible. In 
many instances the 
necessary changes were only 
forced during the 1980s and 
1990s because of tougher 
pressure exerted by market 
forces. 

On leadership and dims 
tion, employees are not 
stupid, md Tot change to be 
effective there must be some 
logic. For them to buy into 
the process there must he a 
logical endpoint that can be 

easily explained and 

understood, ft should answer 
foe question: “What will 0ur 
Snn/group/di vision look like 
at the end of this programme 
of change?" 

The programme of change 


must comprise events that 
lead sequentially to the end r 
of the project Asking - * A 

employees to accept 
ill-defined, open-ended . 
exercises in change is the 
cause of many failures. 

Hence foe importance of .j 
clear direction and strong 
leadership, a face, someone 
to champion and represent • £ 
foe process of change for the “ * 
organisation. 

If change is to he 
successful the organisation * 
must be staffed by capable . 
people who can promote the 
change and carry it forward. * 
There is nothing more 
damaging to individuals 
than to ask them to make f 
changes that they are 
incapable of implementing. 

This may mean letting 
employees go: it may mean ' * 
embarking on tr aining J 
development programmes. 

At foe outset you should ask 
yourself whether you have 
the people with the training, - .. 
the skills and capability to <£),■[ 
introduce the changes you -a ™ 
plan. 

As you take the first steps - 
on foe road to change, if 
remember that introducing 
change always involves j 
more resources - people, 3? 
money, infor mation or data -w 
- and all resources have cost -7 
implications. 

Finally, change is a « - 

learning process. It Involves ^ • 
people learning to behave in «* 
different ways, and for this 
process to work, there must * 1 
be some motivation to 
encourage them to make the *' 
change successfully. Ask A 
yourself why these people ?_ 
should learn to behave in * ■ 
different ways. What is in it A 
for them individually and « * 
collectively? 

One reward might be to • ™ 

eUminate the possibility ctf . * 
di sm issal, to remove foe fear * . 
factor. More positive would % 
be to challenge and provide 
excitement for the 
individual. Another * 

approach is to give an [A 

individual or group more . ** 
control over their activities. ?*■ 

Like all models for . £ J 
understanding an d 

m anag ing the introduction * '• 
of change in modern 
organisations, this one is ^ 
inadequate. However, it does 
provide a checklist If any 
one of the five components * 
outlined above is missing, I T. 
su 8gest you retreat 

John W. Hunt is Professor tf jt 
Vrgomsatianal Behaviour at ifrrV 
tendon Business School and “ 
a consultant to pjivate and m 
public sectorclients. This 
column appears fortnightly. 
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EURO PRICES 


> EQUITIES 


Yen rally gives lift to Europe 


CURRENCIES & MONEY 


FT SYNTHETIC EURO RATES 



EUROPEAN OVERVIEW 

By Martin Dickson, 

Hnancfai Editor 

Intervention by the New 
York Federal Reserve to sup- 
port the yen and a strong 
rally on Wall Street helped 
push trans-European equity 
indices higher yesterday, 
with the FTSE Eurotop 100 
index closing up 6 U 1 at 
2,327.33- 

The broader Eurotop 300 
index ended up 23.47 at 
, 1231.79 while the Ebloc 100 
index, which tracks compa- 
nies from countries in the 
first wave of monetary 
union, rose 19.60 to 1.030.82. 

Emstaqi 300 Eurobloc 
Mat " 


European bond markets, 
which have been seen 
recently as a safe haven 
against Asian turmoil, 
dropped in response to the 
concerted US-Japanese move 
to bolster the yea. 

Hie Ger man government 
benchmark 10 -year issue was 
quoted in late tra ding 
around 10322, down 0.31 
from Tuesday, for a yield of 
A82, up from 4.78. 

Across Europe, some of 
file strangest rallies were in 
companies and sectors 
heavily exposed to Asia. 
LVMH, the French luxury 
goods manufacturer, which 
has been hit hard by the 
region's difficulties, rose Ecu 


8.80 to Ecu 179.40. That 
helped the alcoholic bever- 
ages sector in which it la 
classified put on 4.82 per 
cent. 

Extractive Industries, a 
sector which has fallen 
sharply in recent weeks, rose 
591 per cent with Rio Tiuto 
up Ecu 090 at Ecu 10.73 and 
BPlfton Ecu 020 higher at 
Ecu 2.06. 

Chemicals rose 2.74 per 
cent with Hoechst Ecu 1.70 
ahead at Ecu 4228 and Sol- 
vay up Ecu 3.10 at Ecu 72.47. 
Bayer rose Ecu 220 to Ecu 
4322 

Electronics and electricals 
rose 2.99 per cent with 
Ericsson B up Ecu L30 at 


Ecu 25.05 and Nokia A up 
Ecu 320 at Ecu 5991. 

Meanwhile Information 
technology put an 394 per 
cent and telecommunica- 
tions 2.69 per cent 

Automobiles put on 291 
per cent with Volkswagen 
jumping Ecu 40.40 to Ecu 
889.89, apparently helped by 
a positive investment bank 
report on the company and 
by its recent acquisitions. 

Declining sectors included 
support services and con- 
struction. Leisure and hn*»l 3 
also dipped, with France's 
Accor gaining but the three 
UK constitu ents of file sector 
- Granada, Lad broke and 
Rank — all falling. 
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Prices drop on yen intervention 


GGVERNMBfT BONDS 


By Jeremy Grant in London 
and John La bate fat New York 


Concerted intervention by 
the US and Japan to support 
the yen knocked away 
short-term props for bond 
markets yesterday, with 
prices falling sharply for a 
second successive day in 
choppy trading. 

Apparent heavy selling by 
the US and Japan, to fond 
the move knocked US Trea- 
sury prices back, with core 
European bond markets fol- 
lowing suit after the Federal 
Reserve action pushed the 
dollar below Y138. 

Investors shrank away 
from the US bond market in 
a reversal of previous “flight 
to quality” buying. 

In Germany, the bench- 
mark September 10-year 


bund future hit a session low 
of 107.78. off 0.52 points, 
while short-dated gilts and 
short sterling contracts 
reacted negatively to UR 
earnings data showing 
larger than expected growth. 

Analysts said what 
remaining support there was 
for bond markets could be 
eroded quickly if there was 
evidence of sustained yen 
support 

“We're at a critical point 
If the dollar continues to tell 
away and the perception 
builds that they want it to 
tell further. Treasuries will 
be under pressure. A lot of 
the themes that have been 
dominating are going to 
reverse." said Michael Darks, 
senior market strategist at 
Nomura. 

US TREASURIES had con- 
tinued telling by early after- 
noon yesterday. Hie bench- 


mark long bond was down g 
to 105%. sending the yield up 
to 5.718 per emit 

“Today's lows will define 
the lower end of a develop- 
ing trading range,” said 
David Ging, market strate- 
gist at Donaldson. Lufkin & 
Jenrette. 

At the shorter end, the 
two-year note fell & to 99£, 
yielding 5533 per cent while 
the LQ-year note lost S to 
100%, yielding 5508 per cent 

“Over the near term, fur- 
ther intervention could well 
be seen, suggesting a cau- 
tious approach should be 
maintained with regards to 
the US Treasury market." 
said James McKay, bond and 
currency stra tegist at Com- 
monwealth Bank. 

GERMAN BUNDS saw 
heavy selling initially but 
recovered somewhat, with 
the September 10-year future 


settling down 0-32 points at 
107.98. Volume was very 
heavy with 585,000 contracts 
traded in Frankfurt. 

Padhraic Garvey, senior 
bond strategist at ABN- 
Amm Rank T said: "The risk 
is that if this type of theme 
persists you will have a 
return to convergence of 
periphery bond yields to core 
bond yields. Up to today 
there bad been mild diver- 
gence on the fli ght to quality 
argument" 

OK GILTS fell steeply, 
with the yield spread over 
bonds in the cash market 
widening eight basis points 
to 114 points. 

The September gilt future 
settled 0.92 points lower at 
108.71 in heavy volume of 
157.000 contracts traded. 

Average earnings data 
showed growth of 5-2 per 
cent in May, slightly higher 


than a consensus forecast of 
5 to 5.1 per cent 

In a sign of continued sen- 
sitivity to the twists and 
turns of the UK inte res t rate 
debate, the December short 
sterling future shed 11 basis 
points to 92.15, as investors 
factored in another quarter- 
point rise in rates. 

Economists remain 
divided over the likelihood 
of another rise bnt agree 
that the Bank of England's 
monetary policy committee 
has sown confusion over its 
stance on rates. 

“I think It leaves us excep- 
tionally exposed to what 
most be a rather quixotic 
MPC. The danger of setting 
policy to one or two eco- 
nomic variables instead of 
within a solid policy frame- 
work seems to be evident.” 
said Eric Fish wick, interna- 
tional economist at Nikko. 


BBA to 
launch 
new rates 
for repos 


By George fraham, 
Banking BOor 
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Moody’s issues further 
negative report on Japan 




Associates Corp 
raises E500m 


New international bond issues 


Aflnua Cotton Pitas 
m. % 


INTERNATIONAL BONDS 


By Vincent Boland 
and Edward Luce 


Associates Corp. the 
consumer finance group 
spun off recently from Ford, 
became only the second US 
corporate to issue in euros 
yesterday, following General 
Motors Acceptance Corp into 
the market with a E500m 
floating-rate note issue. 

Associates, a big borrower 
on the US domestic market, 
wants to broaden its inves- 
tor base. The new issue was 
targeted at European inves- 
tors and attracted demand 
from money market funds in 
Italy, the Benelux region and 
the UK. bankers said. 

“US corporates are looking 
at the euro with great inter- 
est because they want to 
put price competition 


between their investor bases- 
This ease the pres- 

sure on domestic spreads,” 
said HSBC Markets, joint 
lead with Goldman Sachs. 

The five-year bond was 
launched at a premium of 
6.25 basis points over 
3-month Labor. A banker at 
Goldman said that was con- 
sistent with Associates' dol- 
lar floater programme. 

NOMURA GLOBAL FUND- 
ING. a financing vehicle set 
up by Nomura Securities, 
made an inaugural offering ' 
under its $5bn euro-notes 
p r ogra mme. The vehicle is 
folly guaranteed by its Al / 
A+ rated parent company. 

Nevertheless it had to pay 
a stiff "Japanese premium” 
to get the deal away. At a 
margin of 43 basis points 
over Libor, it provided sig- 
nificant pick-up to similar 
non-Japanese credits. 
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“The deal was easy to get 
away, but being a Japanese 
borrower yon have no choice 
but to pay a bit extra in this 
climate," one banker said. 


PHILIP MORRIS launched 
a bigger than expected 
DM2 bn 10-year issue through 
Credit Suisse First Boston 
and Deutsche Bank. 


The issue was priced to 
yield 90 basis points over the 
January 2008 bund, a level 
bankers said was tighter 
than US domestic deals. 


The British Bankers' 
Association is to strike a 
new blow In the battle to 
pcfeihTy sh the dominant set of 
euro interest rate bench- 
marks with the launch of a 
new series of rates for repos. 

The BRA'S Libor rates for 
unsecured interbank lending 
are being challenged by the 
rival Eurlbor rates. The new 
indices will be published for 
sterling and D-Marks, with 
the D-Mark rate c ha ngi n g 
into a euro rate. 

Secured lending is growing 
rapidly, with repo rates typi- 
cally five hero's points lower 
for one-week lending. 

New benchmarks are also 
planned for the options mar- 
ket The BBA already pub- 
lishes at-the-money volatili- 
ties for foreign exchange 
options. It . will now add 25 
delta risk reversal and 25 
delta strangle volatilities, 
allowing banks to build a 
range of out-of-the-money 
volatilities. 

These volatilities can be 
used in models such as the 
Black and Scholes formula 
to calculate the theoretical { 
value of an option. 

While they could be used 1 
by traders to price options. 1 
Simon Hills of the BBA i 
believes they are more likely ' 
to be of use to risk managers i 
checking traders' portfolios. 

The BBA also plans to | 
introduce volatility bench- 
marks for interest rate 
options, but these are mare j 
complicated to calculate, so 
the association will be work- 
ing with Lombard Risk 
Systems, winch was set up 
by John Wisbey. 

Lombard's Oberon soft- 
ware is widely used by major 
b anks for manag in g off- 
balance sheet Interest rate 
products and their hedges. 


Moody's Investors Service, the US credit rating - 

yesterday Issued another negate* report 
ImriaWirtlna the risks that the country %tong-hefci Aao rating 
. The report ******** 
ftjnty oyjgfa about foe ability of the poMftat 

Sdrass" the need for structural reforms and a remedy to the 

on **** 

in earty AprTand te comments wtf be irtopreted 

£e WS to a fun downgrade. However JmmCdfm. 

^ Daiwa Europe. saW: -Moody's w« haw to 
S SdSfwhat the Japanese and US authorities can come . 
up with to stabilise the bon* ; 1 


up with to staomse ine inarow innunn-ur bnnrf 

The rsoort added to toe weakness in toe MponoM Dona 

market yesterday, which was also hit by toe collapse <n the 
cSTDri^of Long-Term Credit Bonk Mowing concerns then 
ft could^iggto to roa ewer its detst Moody's that ns- 

J^mvOTrrSt debt, as a result of ineffective stimulus pack- 
J^SJS^onstoct policy flexibility and Ppse addrtwnol 
challenges to maintaining Investor credibility . 

lit also suggests that Big Bang liberalisation could result n 
Japan having a more volatile capital account and put Pressure 
onto reserves. This could lead to 'an erosions the-strengto 
of Japan's balance of payments". Simon Davies 
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AMERICAN DEPOSITARY RECEIPTS 

Trading at record levels 


Tradteg volumes in American Depositary Receipts - second- 
ary share listings of foreign companies on toe US stock mar- 
ket - have hit record levels in the first half of 1998. m spite of 
jitters over emerging maifcet equities. 

Led by European-based companies, trading volumes hit 
$276bn Jn the year to June i5. up from S220bn in the same 4 
period last yea-. Over toe same period, developed country 
ADRs listed on the New York Stock Exchange rose m value 
by 11 per cent from an average of $46.80 a share to $51.90 a 
share, according to Citibank, which compiles the data on the 
ADR market 

James Donovan, director of Citibank s global depositary 
receipt business, said emerging market ADRs continued to 
outperform their domestic indices. "Having a secondary listing 
provides greater liquidity and greater investor comlort.' he 
said. According to Citibank's figures, toe share value of toe 
seven ADR-feted companies from south-east Asia rose by 9 6 
per cent in their home markets in the test half of 1998. In 
contrast, the five stock exchanges fen by a combined average 
of 29 per cent over the same period. 

However, the Asia crisis dearly hit the new issues market, 
with the amount of new capital raised down 45 per cent from 
the first half of 1997. A total of 41 companies raised S3.2bn. 
ADR programmes were established for the first tune for com- 
panies from Bulgaria, Cyprus, Dominican Republic, Estonia. 
Malawi. Nigeria, Panama, Romania and Tunisia. Edward Luce 
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CURRENCIES & MONEY 


US intervention sparks big Yen rise 


i^ketsrepqrt 

By DanW Don riiey 

The US Federal Reserve 
came to the yen's rescue yes- 
terday' and the Japanese 
currency soared in response 

An intervention esti ma ted 
at $2tm on behalf of the us 
government and the Tfcmfr of 
Japan pushed the yen, which 
had already been strengthen, 
ing on Asian markets, to its 
highest level for more than 
three weeks. 

Midway through New 
York trading, the currency 
had fallen to Y136.Q2 to the 
dollar after what dealers 
said was a second wave of 
intervention. At the same 
time the previous day, the 
currency had stood at 
Y144.2, while earlier on 
Tuesday, it had fallen to 
Y146.76, a near eight-year 
low. 

“I think this is the turn," 
said Jim O’Neill at Goldman 
Sachs. “But the market 
always doubts the effective- 


POUND SPOT FORWARD AGAINST THE POUND 


ness of intervention. In order 
to stop the dollar from recov- 
ering, we need to see posi- 
tive noises . from Japan very 
soon about hanfc refbrm." 

The problems of the Japa- 
nese hanking sector- which 
is plagued by had debt arid 
. consequently reluctant to 
issue new loans- have both 
Spurred on the yen's fall and 
been exacerbated by it The 
currency’s depreciation has 
worsened several banks* 
already parlous capital ade- 
quacy ratios. 

■ The move was the fiKwtnw 
administration's first-ever 

intervention to ftrfp the yen 
and came despite comments 
last week by Rohm Rubin, 
US Treasury Secretary, 
which appeared to 
the likelihood of such a step. 
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But as the yen's fa]] accel- 
erated in the wake of Mr 
Rubin's comments, the US 
appears to have become per- 
suaded of the need for inter- 
vention. The effectiveness of 
yesterday’s move was also 
bolstered by the dement of 
surprise, while Washington 
has reiterated Its message 
that Japan has to get its eco- 
nomic fundamentals right. 

“I wanted to semi a clear 
signal to the markets that 
the United States supports 
Japanese reform . [and] 
believes the Japanese people 
can pull out of .this economic 
slump and restore growth,” 
President Clinton said yes- 
terday. 

Mr Clinton added that 
Ryutaro Hashimoto. the Jap- 
anese Prime Minister, had 
told him in a conversation 
on Tuesday evening that he 
was prepared to take “bold 
steps" to move the Japanese 
economy forward. 

Lawrence Summers, the 
US Deputy Treasury Secre- 
tary, is today scheduled to 
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meet other deputy finance 
minis ters from the G-7 group 
of industrialised countries in 
Tokyo in talks about the 
Japanese economy. 

“This kind of measure will 
scare off some of the. capital 
outflows from Japan," said 
Tony Norfield at ABN- Amro. 
“It's a useful holding opera- 
tion. but it's probably neces- 
sary for the yen to stay 
under Y188 to keep it under 


wraps.” 

Mr O’Neill argued that if 
the yen closed below YL37 to 
the dollar, it could then 
quickly move down to the 
low Yl30s, while any higher 
Close could encourage the 
market to test Y140. in the 
near future. 

He added that the political 
consequences of a drastically 
weaker yen had become too 
much for the Clinton admin- 
istration to bear. 

“The think ing about the 
benefits of a weaker yen for 
US inflation is reaching the 
end of the line, but worries 
about net damage in terms 
of trade and earnings for 
major corporates were 
becoming too big to Ignore.” 
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WORLD INTEREST RATES 


■ Hefty increases in UK 
average earnings bolstered 
expectations of a rate rise 
yesterday, but the pound 
was held back by the fall in 
the dollar. 

But despite a big fall mid- 
way through the day. at the 
height of the Fed interven- 
tion. sterling fell by only 0.17 
pfennigs against the D-Mark 
and rose sharply against the 
dollar in New York trading. 

For the second consecutive 
day. there was heavy selling 
of sterling interest rate 
futures, indicating that the 
markets were pricing in 
another rate rise before the 
end of the year. 

“This is understandable 
with European rates at 
something like 4 per cent 
and UK rates at dose to 8 
per cent.** said Michael Wal- 
lace. manager of currency 
analysis at Standard & 
Poor’s in London. 
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Commerzbank 
sets high goals to 
reward clients 
and shareholders 


As a rapicBy growing European universal bank 
with a global sales network, Commerzbank las 
dear goals to meet the longer-term expectations 
of both its cfients and shareholders. This special 
erfition of Viewpoint focuses on these goals, out- 
foes our strategies to achieve them, and summar- 
izes oar performance in 1997 and early 1998. 



AanTtous SOALS FOfl the RmjRE. Building oo sevw- 
a! jeare of aaderatmg quality growth and earnings, 
the Group has established dear strategic o bje cti v e s 
for the years ahead. These include consolidating 
Cosunozhenk’s position as one of Germany's most 
profitable universal private-sector banka, rem&rang 
its already ptxmneni position across Europe, expand- 
ing its international business beyond Europe in mar- 
kets with pranking potential, and bowling its net 
return hi equity fica U»e nweni fti# to lift by 2000. 
1b meet t1w«» aim , the ConmRzbank Group is coo- 
eentratmg its activities on three main areas of bromess: 
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bnmdi banking. 

Ikvestuot Bahkbks. A haditional area of 
Ca&nKRbank, this division anas global braids, global 
equities, corporate finance, asset management, farex, 
and treasury operations. By the end of 19% we wiD 
fmeg significantly gepnmfat oar international invest- 
ment banking activities - primarily through organic 
growth — with special emphasis on global equities 
TBe Groups strategy is to operate its are mats a 


Frankfint supp orted by strong outlets in other mqjor 
imstnatiniil centos. Cumiucr ihink'B profit goal fire 
in v e s tmen t hanking by 2000 « 31% net return on equity 

kviBHUmuL FsMHCE. Another proven strongth of 
the Gtanpi itoifirisii® haato CoaoDeribttDk'B utome 
firtfi^n qqqjbqqiI benfang ufavituBi mdudiu^ tisdc 
finance 113.49" of Germany's external trade). Wth 60 
outlets in 42 counbia as well aa stakes in aevaal foreign 
banks, Commerzbank is present in all the world’s deris- 
ive markets. Looking ahead, ws see amnderahle poten- 
tial far profitable growth in international fauw* and 
hare targeted s net BOS at 16* fir tins divisiflo by 2600. 

Domestic Branch Bamkmg. FbBowing a sweeping 
rostrnctiuing in tte eai^ 1990s, this dhrision baa raued 
its profit to the Group ccosiderablj in 

recent years. Streamlined Dperati£*», upgraded service 
quality, and innovative products have positioned 
Commenhank far heaitby tncresGes in market stem 
and eaniingB. Our aim it to lift net ROB to lKe by 2000. 

Gooo Stmt m 1998. After posting record results m 
1997, the Ganmercbank Group tea n wde another 
strong start in 1998. In the first quarter, the operating 
result before proradna rose 4-2% to DML3m. Tbea fig- 
ures fellow yet another record performance in 1997 when 
Conunenhank Efled its operating profit after prov is i o ns 
by 16% to DM24 57m. Antiripating coosklaoUe future 
growth and earmngp pi tan4iul_ Qanunarxbmik, fwi + of 
Germany’s beat capitalized banka, substantially raised 
its equity capital base by nearly DM3bn to DMl£*bn. 

OmbaucRbeiiShabePiux. 

la 1997, Commenbenft dian 
price surged BL3%, easily outper- — ■ 

forming the OAK unease of itaoraiteSmo."®** 
47.1%. Market capitalization ^ — 

mare than diwkkd to DM32. 4bu. 

At lM109.7bn, the Bank ranked itaktata 
10th among DAX shares in bad- 

ingvohnne.'lbenetdrridaaipay- 8 

out was a rcavd DM673m, tqi — 

I9 nearly 25%, and the dividend 

was increased from DM135 to fi 

DM1 ifl per share. — I- - - 

Oim*ox, Having set amiitkraB s I" 
goals and armed with dearly 

dt£ned srate^BS, Commenhonk — * B 

is emmntted to rewarding the confidence ofte 18 milGtD 
cSente with superior aerrin and its 270,000 darehoUera 
worldwide witii dynamic pn£t perfismance. Baaed at 
results so fat; we are optimistic that 1998 wiB again be 
a year of solid progress. 

far more information about C M nman han fc, 
contact the Corporate ConmKmi ca tions 
Department, Frankfurt, Fax +49 69 136-298 OS 
http://wmi uon met 2 ba aL£om 


COMMERZBANK S& 

Commerzbank AG is Regulcteci tiy SfA forfhe Conduct of investment Business In the UK 
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COMMODITIES & AGRICULTURE 


Steep fall in 
diamond sales 
by De Beers 


By Kenneth Gooding, 
Mining Correspondent 


CSO Samond sales 

HraHWf figures (Sbn) 


De Beers yesterday reported 
a steep fall in Its diamond 
sales In the first half but 
Insisted it bad averted a 
potential collapse in prices 
caused by Asian economic 
turmoiL 

The South African group, 
which accounts for two- 
thirds of trade in rough, or 
uncut, diamonds, said it had 
deliberately held hack sup- 
plies to the cutting industry. 
Consequently: sales by its 
London based Central Sell- 
ing Organisation, which 
organises the international 
diamond marketing cartel, 
dropped by 41 per cent to 
*l.7bn. 

This was slightly ahead of 
expectations. Michael Coul- 
son, head of global mining at 
Paribas, said no big increase 
in second-half sales could be 
expected and the full-year 
figure would be about $4.lhn 
against $4.64bn for 1997. If 
that was achieved, De Beers 
would have full-year earn- 
ings per share of $2.61 
against $2.75 for 1997. 

De Beers said: “The poli- 
cies adapted by the CSO over 
the last 12 months have 
enabled the diamond Indus- 
try to adjust to the problems 
of south-east Asia without 
the pricing consequences 
that have affected other 
commodities and which 
would have both Impacted 
adversely on the financial 
structure of the industry and 
been damaging to consumer 
confidence in diamonds." 

These policies had enabled 
cutting centres to run down 
their stocks of rough and 
polished diamonds, which 
were now about $lbn lower 
than at this time last year. 

Tim Capon, a De Beers 
director, said: “What gives 
us a great deal of confidence 
is that supply, out of the 
ground, and demand are not 
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far out of balance. We saw a 
3 per cent fall in the value of 
diamonds in jewellery last 
year because of Asia and 
expect a further 6 per cent 
fall this year. This is not 
widely removed from the 10 
per cent fall in supply we 
expect" 

De Beers had been helped 
by a drop in rough diamond 
exports from Angola and the 
fact that “unofficial" exports 
from Russia had dried up. 

“We could have sold many 
more rough diamonds but 
we have had to walk a fine 
line between keeping the 
cutters occupied when rough 
diamonds are in short sup- 
ply and the fact that there 
was still oversupply of pol- 
ished diamonds. We are try- 
ing to manage down stocks 
without causing a specula- 
tive bubble for rough dia- 
monds," said Mr Capon. 

The recovery in diamond 
industry confidence was still 
fragile, De Beers said. There 
was strong growth in retail 
sales in North America, 
India and Europe, sales in 
the Gulf states. China and 
Taiwan were reasonable, but 
Japan, Korea. Thailand and 
Indonesia had fallen further. 

Nevertheless, the CSO had 
increased modestly the dia- 
monds offered for sale in its 
latest two “sights", or sales. 


BP says world oil stocks still rising 


By Robert Gorans 


World oil stocks are still 
rising in spite of attempts by 
big exporters to rein in pro- 
duction, according to British 
Petroleum- 

Peter Davies, BP'S chief 
economist, said industry 
expectations of oil demand 
growth this year continue to 
weaken, with the market 
now looking to the Organisa- 
tion of Petroleum Exporting 
Countries to cut an addi- 
tional lm barrels a day in 
order to stabilise battered 
crude markets- 


“In Asia as a whole oil 
demand this year is essen- 
tially zero." be said. 

Dick Olver, bead of explo- 
ration and production at BP. 
said energy demand growth 
was now dependent on the 
con tinuing buoyancy of the 
US, European and Latin 
American economies. 

In presenting the latest 
edition of BFs annual “Sta- 
tistical Review of World 
Energy". Mr Davies said the 
source of the present price 
collapse can be traced to 
events last year, when “no 
primary fuel grew above 


trend", in spite of generally 
buoyant economic growth. 

“A coincidence of negative 
Ikctors pushed oil stocks to 
above normal levels, and the 
imbalance between supply 
and demand built through- 
out the year,” he said 

BP said world energy con- 
sumption outside the former 
Soviet Union grew by only 
1.6 par cent in 1997. half the 
rate of the previous three 
years. 

Wanner than usual win- 
ters in Japan, Europe and 
the US - the three main 
energy consumers 


accounted for much of the 
slowdown. World gas con- 
sumption fell by 0.2 per cent, 
its first decline since 1975. 
Gas production fell by a sim- 
ilar amount 

Oil production rose 3.1 per 
cent, although consumption 
was up only 2.1 per cent to 
71.7m barrels a day. 

Opec members' output 
grew at the fiistest rate since 
1990, with the resumption of 
Iraqi oil exports. Last year, 
Opec^ share of world pro- 
duction increased to 41.5 per 
cast its highest level in a 
decade. 


Mr Davies said that even 
though 1997 was an unusual 
year, longer-term trends 
could still be observed. Over 
the past decade there has 
been a rising supply of oil 
and gas, even though price: 
have been on a downward 

trend. , . _ 

Until recently, oil prices 
had been in a $15-520 a bar- 
rel range for much of tb e 
past 10 years. “Pressures are 
already emerging that couW 
push them bade to the SI:*- 
£20 range, said Mr Olver. in 
a reference to Opec s efforts 
to cut output farther. 


Forestry emerges as keystone 
to Latvian economic growth 

Foreign investment is essential but the country’s patchy 
environmental record must also be improved, says Greg Mclvor 


F or generations. Latvians 
have viewed the forest 
as little more than some- 
where to pick berries, hunt 
for mushrooms cat fire- 
wood. But after decades of 
under-development, forestry 
is emerging as the keystone 
of Latvia's economy. 

The decision to seek for- 
eign bids to build a $960m 
pulp mill shows the state is 
waking up to the resource 
its forests represent. 

Some 42 per cent of Latvia 
is covered by trees, constitu- 
ting one of the biggest unex- 
ploited timber sources in 
Europe. Forestry accounted 
for 36 per cent of exports In 
1997, up from 24 per cent the 
previous year and less then 
10 per cent in 1993. 

Amis Melnis. Latvia's 
chief state forester, says the 
industry’s potential is enor- 
mous, but adds: “There is 
still a lack of understanding 
that forestry is now a branch, 
of the national economy.” 

During the Soviet occupa- 
tion, which ended in 1991, 
Latvia’s forests, like those in 
neighbouring Estonia and 
Lithuania, ware left to grow 
as centralist planners 
focused on agriculture. 


Since then, new land rules 
have expanded private forest 
ownership and brought 
opportunities for entrepre- 
neurs to buy concessions to 
log stale-owned woodland. 

Nordic forestry groups 
now use Baltic states as 
their main source of 
imported timber. The region 
accounts for three-quarters 
of Swedish timber imports, 
equivalent to more than 8m 
cubic metres in 1997. 

This is because the volume 
of wood cut annually in Swe- 
den is close to the limit of 
“sustainability”. Without 
access to extra supplies, 
Swedish producers would 
find it harder to compete 
with their big Nordic and 
North American rivals. 

Some 20 per cent of wood 
bought by MoDo, a landing 
Swedish forestry group, 
comes from the Baltics and 
Russia. MoDo has been pres- 
ent in the region for several 
years, both In wood procure- 
ment and paper selling. 

Nevertheless, the market 
remains under-developed. 
Average annual per capita 
paper consumption is only 
about 35kg compared with 
220kg in Scandinavia. 


According to Run Kokk. 
MoDo's Baltic sales director, 
regularly functioning paper 
mills do not exist in the 
region as companies lack the 
expertise to produce such 
“added value” products. - 
Limited amounts of Lat- 
vian polpwood are sold 
abroad, as well as lesser 
quantities of plywood and 
chipboard, but exports are 
dominated by sawn timber. 

D evelopment hinges on 
foreign investment. 
Alone, Latvia's locally 
based suppliers have neither 
the wtuwu-mi clout nor the 
know-how to compete with 
big and highly specialised 
inte rnational producers. 

“Foreign investment is 
MMih'ni if Latvian manage- 
ments are to increase their 
efficiency and develop then- 
businesses," says Mr Melnis. 

Roger Gflransson, of Silva, 
a Finnish-Latvian logging 
joint venture, says: “There 
are too many small units in 
Latvia tor there to be a 
strong wood processing 
industry. But the develop- 
ment is slowly moving 
towards added value prod- 
ucts rather than bulk." 



Log jam: Latvian forestry remains largely undeveloped 


Achieving this will require 
more than just foreign 
investment Latvia will also 
have to improve its patchy 
environmental record. 

Faced by the threat of con- 
sumer boycotts if they 
endorse imenvironmental 
practices, western forestry 
companies and timber buy- 
ers demand increasingly 
strict standards. 

In Latvia, sustainable for- 
estry is the exception rather 
than the rale, according to 
Ugis Rotbergs, head of toe 
World Wide Fund ' for 
Nature's Riga office. 

Soviet-era rules penalise 
forest owners for adopting 
eco-friendly techniques. 


“You get fined IT you don't 
burn the branches left on 
the ground after the forest is 
cut Until two years ago. it 
was illegal to leave a single 
tree standing." he says. 

One or two foreign buyers 
have already withdrawn 
from Latvia, unhappy at the 
prevalence of clear felling, 
while companies such as 
MoDo are lobbying for 
tighter legislation. 

The government insists 
concerns are overdone. Says 
nni» ministry of agriculture 

official: “The state is inter- 
ested in a maximum yield 
from its forest properties but 
our aim Is to preserve bio- 
diversity at present levels." 
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- 

- 

- 

165 

SU 

1091 

-3 

1100 

1088 2018 25098 

*o» 

7590 

-005 

75.85 

75-40 

184 

3024 

Doc 

1115 

-3 

1125 

1113 2083 3S029 

Jm 

7700 

-025 

7795 

7725 

68 

837 

far 

1137 

-1 

1144 

1137 266 36022 

Mr 

7900 

-025 

7900 

7905 

22 

450 

nor 

1150 

-1 


- , - 13022 

Total 





376 

6078 

JM 

1164 

-1 

- 

- - 6088 

■ WEAT CBT {SJttftB mKtaRMOb tafae* 


TeH 




SJS31TCJ57B 


MEAT AND LIVESTOCK 

■ UWDOTmClgK0m(««aHttiVC^ 

SeK Dari 
Mea rll **f High 
Jm 64300-1775 65990 
66l450-0975 61100 
64925-0475 65.450 
61475-0225 66950 
67900-0925 61150 
60075-0.175 08900 


Spot 19617 3 MS 19538 6 Bttc 1 £155 9 Btt 1 6377 


■ KH1 SHADE COPTER (COWS 



Sea Oej*» 





jriee dMige Wgh 

Lot* 

W 

kit 


74.70 +1.*5 74.70 

7410 

328 

811 

JM 

7400 +135 75.10 

7110 

4018 26.721 

Jtag 

7505 +100 7S0S 

7500 

200 

2.489 


7505 +100 7500 

74.60 

1025 10034 

0*4 

1955 +100 75.40 

7540 

29 

1060 

Nor 

75.75 +100 

- 

3 

1.468 

TUMI 



7070 67063 

PRECIOUS METALS 



■ UBHKM BUJJOta MARXET 




(pms toppled by U M RoSacMd) 




S pitce Ce«*r SEr equw 

81JW9MB 
288.4048850 

28140 174.1B 431 16 

290.90 1752? 43398 

29U0-2SJD 


GoMfTrortal 
dose 
Opeetog 
Mornhg fix 
Htermun fa 
Oafs Wtfi 
Days lor 
Prams dost 
DU Ldn M GoU toHflflB Bran W USB 


1 ItVMlHl 

_4.19 8 ntailte - 

- 4 08 

s PMIfl —mt ■ M 

2 nuts 

4.17 ISnofata 

i 175 

3 mantis 

4.15 


SawrRs 

p/frOTK 

US eta squhr. 

Spot 

31835 

52800 

3 mans 

- 

- 

6 uhb 

- 

- 

T jesr 

• 

• 

BoMCnias 

5 prin 

Eequta. 

KrugenuO 

289292 

1TA-V76 

Map*# Leaf 

- 

“ 

NBirSnenign 

67-71 

4W3 


JM 3800 +50 3639 3540 1004 8813 

M 3619 +80 3649 357.1 145 3000 

Jn 361.4 +5 jQ - - 8 126 

Apr 361.4 +&0 - - 1 14 

Tam 1067 11063 

M PAIIAOMM HYMQ( (100 Toy at; SAnqr ozj 

Jus 

296.00+21.10 

_ 

25 286 

Sep 

29000 +21.10 29200 273.00 

95 3,000 

Dec 

28300 +21.10 

- 

40 946 

Taw 



95 4 02 

M SHJpBI Cducx (5000 Tnr K CBfakDt ar| 

M 

5360 +182 5370 

5175 

9JQ32 48924 

Sep 

540.6 +180 541.0 

5235 

1021 16401 

Dec 

5453 +180 5400 

5285 

690 15.658 

J» 

5460 +160 

_ 

26 

He 

5470 +184 544.0 

537 0 

S3 3.160 

May 

548.7 +184 

- 

- 816 

Total 



10095 W03B 

ENERGY 



M CRUDE OL NYMEX (1000 bereft SftamO 


Label Oaf* 


OpM 


price dongs High 

Low 

** tat 

M 

1291 +093 1293 

1205 58073 63098 

Aiq 

1388 +965 1304 

1130 64.174 1075k 

Sep 

14.65 +090 14.66 

14.17 23039 54043 

Del 

1508 +0.46 1502 

1405 

8023 33051 

Noe 

15.67 +OK 1507 

1550 

4037 18153 

Dec 

1006 +035 1812 

15-87 

6787 44,165 

Total 


1B.18Z49I038 

■ CRUDE on. KlSJtareQ 




Qpm Day* 


Open 


prim eftangg Hgb 

Uw 

M tot 

Afa 

1337 +065 13-44 

1100 28982 87518 

Sap 

1188 +094 1390 

1356 

7054 28847 

Oct 

1408 +0.46 1408 

1309 

64JS 18945 

Mov 

14.83 +041 1403 

1404 

1.444 12582 

Doc 

1490 +038 14.90 

1493 

1004 35001 

J»o 

15.10 +030 15.10 

1403 

1.545 20008 

TOtal 



alt nti 

■ HEATW OO. NYMEX (42000 US p*U BUS pifaj 


Lataat Baft 


Opm 


prim change ffigh 

law 

YoJ fat 

JB* 

37.70 +073 3790 

3 640 11922 38949 

Aog 

3895 +083 39-10 

3700 

6430 38014 

ap 

4060 +0.78 4060 

3870 

4015 16082 

act 

42.35 +083 4205 

41.55 

1005 14,151 

taw 

4305 +068 4395 

4390 

705 13033 

Doc 

4545 +0.78 45.45 

4490 

2087 24045 

10W 


39012202,171 

■ GAS Oft. TC pnonoe) 




Sea Star's 


0pm 


prim change wpta 

Lew 

tfaf fan 

Jd 

115.75 -1.00 11800 11500 

9004 39.842 

Afa 

120.50 - 12150 11905 

3094 18031 

fap 

13490 +0.50 12590 12175 

1.175 13038 

Od 

12600 +100 12050 12808 

1518 13082 

Roe 

132.75 +0.75 132.75 132.00 

143 3065 

Doe 

135 75 +095 13790 13500 

2051 35057 

TOW 




M MATIinU. BAB W {1000 tens; pemapvton) 

Jol 

9.100 -0040 9150 

8120 

50 1025 

A«B 

9100-0150 9110 

9.100 

35 870 

ToW 



1080 17288 

■ RATDHAL 6AS KYMEX nKBO rmiBaL; Wwjfiuj 


LMect 


Open 


price mange 

law 

vu bn 

M 

2965+0976 2985 

198S 40261 43742 

Afa 

0005+0064 2.110 

2920 13,133 998 

Sep 

2110+0053 2130 

vm 

4082 2UO7 

Oct 

2175+9 953 2155 

2130 

3.76S 21.179 

Nor 

2090 +0048 2.403 

2045 

2075 17000 

Doc 

2610+0.050 2625 

2570 

3,740 22924 

TOW 


7730371034 

M UMBURSP GASOUiE 



MYMEX (42000 US pfc: clUS gtfsj 



latest Day's 


Open 


prim EftHpe High 

Low 

VM tot 

JM 

4700 +107 4700 

45.95 11001 30082 

Am 

4800 +104 4806 

4885 I 

8009 30045 

Sop 

4090 +101 4870 

4750 

1890 21.964 

oct 

4015 +196 4015 

<750 

1017 6091 

Km 

4790 +061 4800 

47.70 

189 2041 

Dec 

47.90 +0.49 47.00 

47.60 

372 4525 


Jri 283.75 +675 28990 Z772S 12951 43*70 

Sep 29590 +790 29990 28925 5487 28235 

Dec 30990 +690 315.00 305.00 3.571 32750 

Bar 32225 +690 32590 31790 300 1856 

My 32790 +525 33190 32690 52 1422 

Jri 33690 +690 33890 33200 286 1262 

Total 229*7 117,185 

■ MAIZE C8TCJ0Q ha ate caMSBfchuMI 

Jri 2*450 +725 24790 23825 33908104936 
Sep 24100 +7.75 25200 24125 10.730 64950 
Dec 25325 +725 H550 24725 23954 134.355 
KW 201.75 +725 26390 25490 1.442 1B.0B5 



Jri 1624 +15 1825 1602 4,493 1953 

Sap 1665 +13 1668 1642 4087 2BJMO 

Dec 1702 +12 1705 1680 1923 199*8 

Bar 1733 +12 1736 1716 437 10,632 

My 1754 *12 1734 1734 58 4251 

JM 1774 +12 - - - 1982 

7PM 11,388 71947 


■ COCOA (ICCO) fSORVtama! 


JM 62.173-0625 
Aug 59225-0950 
Oct 53200-0175 
Dac 53950-0100 
Fab 55275-0200 
Apr 54125-0275 
ToM 

■ POAt BELLIES WE 


61100 B2150 2925 
60200 56100 1973 
53900 53900 615 
51475 52950 206 
55900 55200 22 

54925 5*900 8 

2904 

moomcomiMra 


Jm 16 

wy~. 


Mca Pin <bj 
. 131927 132192 


m 

266.75 

+705 26890 2B2JM 

622 

3037 

M 

272.00 

+6JS 27300 26605 

192 

6548 

ToW 



6W78 380ZB 

H BARLET UFFE (100 tDmR £ per toons) 


sep 

7105 

-0.10 


24 

nw 

73.65 

-aio 7355 7305 

40 

966 

Jan 

75.66 

-010 15.65 7556 

2b 

173 

Nw- 

7755 

-0.10 

- 

46 

May 

7905 

- 

- 

11 

TOW 



as 

10JB 

M SOYAflEMS C8T ftOOQta nfa cefattni taabel 


■ CWIHIJFFEp Sanaa; Stone) 


M 

1888 

♦41 

17® 

1644 3048 12037 

sep 

1683 

+28 

1685 

1648 3019 14,705 

Rw 

1670 

+22 

1070 

1641 

638 4044 

Jm 

1860 

+» 

I860 

1830 

1DB 824 


1650 

+24 

1632 

1632 

13 485 

■er 

1640 

+24 

- 

- 

- 149 

low 




7027 33002 

■ CORSE V CSCE (379008*: cenWW) 



JM 59.150-1900 62450 69900 1220 3277 

Am 96975-2925 60900 56900 657 2971 

ft* 57275-0423 57900 56.700 7 29 

TOM 1084 0478 


LONDON TRADED OPTIONS 

SHke price 6 taa — Cafe— — Puts— 



CROSSWORD 


No. 9.711 Set by CAPER 


JM 62590 +050 635.1X1 61790 30997 43963 

Aug 61475 +900 62290 60790 5988 25.710 

Sap 60390 +1125 61090 56390 1,731 7086 

*w 58675 +1190 80590 58750 16065 55054 

Jm 60525 +10.75 81190 5B70O B69 5081 

Mar 61290 +10.75 81700 60350 411 2J78 

Tom 5606215600 

■ sotasean do. cbt (BQ,ooot» cawt) 


JM 11695 +1.10 11690 11690 4006 3X103 

$* 11695 +005 11690 117.00 5917 13.785 

Dec 118.73 +0.45 12090 71825 1203 B.1SS 

Mar 116-75 +020 12090 11690 904 2083 

May 11925 +020 12090 12000 103 1.409 

JM 11975 +020 - - 18 775 

TOW 12048 37,167 

M umt [CO) (US ceMBfrand) 


129.7914 UNE 
1350 


1400. 


1480 . 


(Grade fii LME 
1600 


1700. 


Jri 

25.17 

-0LT5 

2503 

2514 13002 39028 

Anp 

2554 

-0.15 

2576 

2591 

6,105 28007 

Sep 

2549 

-009 

PS <P 

2546 

5014 16000 

Oct 

2550 

-0.10 

2590 

2550 

1,176 10,718 

Dec 

2591 

-0.07 

2595 

25.49 

7.707 34.702 

Jan 

2559 

-0 SO. 

259b 

2559 

430 

2964- 

Trial 





330B2 tSMfa 

M SOTABEM WEM. CBT (100 tons SAW 


Jri 

1820 

+09 

1640 

1550 17014 35083 

*4 

1609 

+49 

1620 

mo 

8008 27, 653 

S*P 

1590 

♦49 

1610 

1555 

2076 17064 

Oct 

1580 

+59 

1600 

1540 

1040 13022 

Dac 

160-1 

♦52 

1KZ0 

1550 

6,111 36982 

Jan 

1619 

+50 

1630 

158.0 

473 

5061 

ToW 





3708140065 

M POTATOES UFFE 00 fames, £ per HW 


Rw 

810 




_ 

3 

Mar 

1200 

- 

- 

- 

- 

_ 

Apr 

1569 

-10 

1550 

1560 

43 

1051 

Mar 

1609 

-10 

n. 

- 

— 

29 

Jm 

1765 

-10 

— 

- 

— 

— 

ToW 





43 

10H 

■ F8BCHT (BFFEX) LffFE (SlOKmte poM) 


Jm 

805 

♦5 

905 

905 

4 

65 

Jri 

845 

-7 

845 

830 

21 

490 

Oct 

940 

-10 

0SO 

940 

10 

378 

Jm 

970 

-10 

- 

_ 

_ 

137 

Apr 

1010 

-10 

- 

_ 

- 

346 

TaW 

Ban 

PIW 



86 


BR 

90S 

80S 






Jm tt 

Comp. iMy _ 
is day awnga 


.nfe 

.nli 


hie fay 

10621 

10698 


M wanESUBABlJff <50 fames 

Aug 2522 +09 2575 2502 1971 14.777 

Oct Z420 +1.6 2469 2401 665 18012 

Dae 2412 +22 2439 2387 236 3008 

Mar 2452 +24 2479 2421 638 4,728 

May 248.4 +29 2400 2472 41 740 

Aag 2500 +01 - - - 790 

Total 3091 43929 

M SWAB H’ CSCE {113900—: mfaAM 

796 +028 80S 79513086 B2943 

8.17 +005 826 700 6794 91264 

673 +004 8.73 248 4010 33.454 

897 +004 898 894 342 4071 

893 +024 807 8.73 39 3031 

691 +004 807 696 62 5045 

2S0S41K0K 
M CBTTMI HYPE (5O0MBW: canttflbi) 

JM 7 131 -096 7440 73.10 395216,128 

Oct 74.70 -001 7590 7495 IX Ml 4016 

Dm 7594 —005 7590 7590 60Z7 45264 

Mar 7499 -001 7520 7495 1082 10010 

May 7400 -0.04 7400 7390 70S 6082 

Total 13,178 640W 

■ flwaigjnireffiKtisoraKtwfaiM 

JM 10250 -190 10145 10230 1082 15031 

Sap 10608 -055 10700 10690 438 80B3 

HO* 10995 -000 11025 10950 313 4096 

Jm 11230 -095 11200 11290 15 2033 

Mar 11500 -095 111® 11500 16 1.128 

Mar 11830 -005 - - - 

TalM 2082 33,171 


M COFFEE UFFE 

1600 

1690 

1700 


■ COCOA UFFC 

1050 

1075 

1100 


1300. 


1350. 


1400. 


MIS 

Mb 

Afa 

Nn 

30 

63 

40 

46 

14 

41 

73 

72 

5 

25 

114 

1® 

Aog 

Nor 

Afa 

nb 

im 

132 

87 

61 

52 

83 

84 

110 

22 

48 

154 

173 

Jri 

Sfa 

Jri 

Sep 

- 

121 

1 

38 

48 

3Z 

1 

W 

6 

71 

B 

88 

Jri 

Sep 

Jri 

Sep 

18 

00 

•1 

19 

2 

48 

12 

30 

■ 1 

35 

40 

44 

Jri 

Am 

Jri 

Ang 

77 

- 

- 

_ 

55 

- 


- 

38 

73 

138 

- 


Oct 

Mar 

my 

JU 

Oct 

ToW 


LONDON SPOT MARKETS 

M CH0D6 OIL FOB (per BaneQ +er- 

DBM SI 199-I.Tfa +092 

Brat Stand Mated) 51124-129 +0.72 

6ram Blend {Aug) 51142-3.46 +0915 

W.T1 SI302-304K +1.13 

m 01- PitOOOClS NWEpranpt detawy CF (Bans) 



Prawtan Qosrihe 

3156-158 


s® m 

Si 13-114 

-1 

h«wt ftfti an 

SBW2 

+00 

Heph&B 

£117-119 

-i 

Jri owl 

$124-125 

+2 

new 

■ NATURAL fins 

SI 18-119 

(ftwotaW 

-4 


Bactan (JUS 9.08418 410 

i«sm w lomm am) 3S3 am 
m 0KB 


PULP AND PAPER 

M WLPEX OMLX (U5fc 24 afr ity Iona) 

Sett Bay* Open 

Plica range Kgb Low Vri fa* 
Sep 50350 -190 .50390 50390 4 061 

Dec 32400 -100 S26.Q0 52450 15 143 

ToW 20 BM 

HUMES DATA 

<v fkens dm annul ay ok 


TOUT MIA 

0pm latarri and IMnae fan rimra lor ccwnet* 
traded on CWEX NVM8X. CUT. NVCE. ME, CSCE 
and K Onto 01 an m fay ta bibbs. Untaae & 
Opes Malta Mbit m lor fa Mad norths. 


INDICES 

KBaat 1B/9Q1 - 108 ) 


ToW 


309301 00,727 


Nuts and seeds Prices (ran Kankta 
London S pet mA (roman pistachios 28/ 
30 raw (in shaq naturaly opened (round): 
cnip 19B7 at 53/00 FCA Or CFR tom Iran. 
Down due to slow sales. Turtdsh henai- 
nutf 13/1S and n/13, ftr now crop hdtea- 
tton $4000 CFR up due to higher 
d e m and Indian cashew* crap 1668 CFR 
fro m top aMppera, W320 at $5,600. W240 
at S60OO. Mari* up again due to and of 
local raw nut and monsoon. US atmoods 
new crop asttnata at fiBQm pouvfa; atari- 
dad 5 per cant crop 1987 at $4,150 FAS. 
crop 1998 at $4,300. Faw purchaaes. 
Arspnlm* peamrt* 40/50 at S7BQ OP 
far new cnm. 


Jhtt Jm 16 mA age yaw ago 

1551.0 15570 16310 HJ15J 

M CM ftflaaa paaa 1667 = 1QQ) 

■fan 16 Jm 18 nattaoB ymr ago 

man ? 2Q694 

■ BSaSpOtfaMKlSWaUW 


Jw « Jin 15 an fa aoa 

15005 149.46 16000 


185.10 


Ufa MMM 1 IHMC STOBB (tan) 



Mn 

-«n 

to 

548075 

utarifaiu Mar 

-140 

D 

52060 

OW 4 r 

- 1 JB 5 

to 

262050 

UM 

-75 

to 


fatal 

-88 

to 

69982 

2 ke 

-1950 

to 

415080 

Tin 

+180 

u 

4955 


ECU (per Iroj tjj}* 

R9195 

y5B0 

SWnr (per troy njf 

528110c 

+1400 

Rrifanm frier boy ceJ 

S3S890 

+700 

fttaAso 6» «u oti 

S2840Q 

+8XO 

Copper 

7S.0C 


lead ftBjwdJ 

4500c 


Tin tKueto Ltoron) 

240Or 


Tip (New TOrK) 

ms 

-10 

Criae (Rn Mtohq 

B&36P 

+194* 

SPetp (km wrigM) 

T1094P 

■21.76* 

np9**mt 

G6.TSP 

■806- 

ton. day agar pan) 

S1910D 

•nan 

LM.day«igv<M4 

525800 

-490 


Ifaiq 


Wa {US HB3 fttai) 

SI 0900 


mstf {US Dak NM8 

Unq 



45050 
4505p ' 

-0-25 

-02S 

Altar 0(LRSSIto1) 

2740ORI 

-100 

sija 

6800} 

61590 

+360 

+1200 

Copre (PM0§ 

$41507 


¥«W 

1670 

+10 

con OrikaVA' MB 

68.15 

-(LB 

Mnups (64* Swwt 

331 p 



L»App(aam*fani6w 
• tap * wt (Mm ■ 


ACROSS 

1 Married a doctor that's 25 
(6) 

4 Deal, say, and draw back 25 
ffi) 

10 Ltiard sauce was originally 
prepared about one (9) 

11 Doctor, Tom is damp ftji 

li Second member of gang 
entem sharp piece or metal 
- resulting in 

13 .... or in uncontrolled 
descent and public brawl 
(4-3-3) 

15 Dafly starts to dust, iron 
and launder, carrying vase 

16 Wood, sulphur and alumin- 
ium L6) 

19 Wet pie for 25 <6) 

21 Did he draw game? it> 

23 Sneaky Conservative con- 
trives to send to 25 once 
more (10) 

25 Stir porridge (4) 

27 25 that contributes to quell- 
ing rebellion (5) 

28 Be# disease? (9) 

29 Squint to aimoy det«ti v * 

30 Definitely not what the 
totally brave have? (2 4) 

DOWN 

1 Capo: has passage - homy, 

• for Australians (8> 

2 Stewed gull in ale’s 25 (g) 

5 initially a 28 about one 25 

5 Outsize quarries 25s fn 

6 S!r ack !l5 y “Pitting 
to^toivered by joumaf- 


7 Board getting approval 
from two Europeans (5) 

8 Vessel broke keel during 
race? Quite the opposite! 

(hi 

9 A bay has a river between 
two lakes ( 6 ) 

14 Deliveries Tor trendy folk 
that sleep around HO) 

i/ A tedious person has one 
10 in Aussie local 01 

io List of duties about a 
cuke's old car (8) 

Cr ooe enters extremely 
tearfully - being like a 2S 
freak? it» 

21 Sort of a mat - it is sort of 

runt (8) 

22 Very- bad painting upset 
heads of gallery in Cam- 
bridge t6i 

“ 4 holding radical 

belief (5) 

26 Initially Arsenal left Sea- 
men OUt tOO (4) 

Solution 9.711 



* 


Bullish 
US crude 
inventories 
lift prices 

MARKETS REPORT 

By Gary Mead 

MmieRitWy hnHWh VS toa 
allowed a frtekh? of ppumtan 
to seep into the- fMherwbw 
dopnvwi«d mi nurketo ywtvr- 
day. though ,uwl.vsta were 
quick tu point out that 
global inventories ninain at 

UflUMAlIh high feVl’lH. 

The Anwnc.ui twrotoum 
Instltuic P*portcd a not ton 
of I i:ism ham'Is nf crude oU 
for the week to June la. 
while the i -S Department or 
Enemy l»ot the figure as 
high as 2.7m 

However, the API also said 
rii-qillaU' stocks ttp<o by *L7m 
to i:Cm barrels, almost aim 

above the same neriud In 
1HP7. The Department of 
Energy put total crude 
mocks’ at a-K.Mtn barrels, 
is. 2m more than for the 
same week last year. 

These moderate moves 
helped raise spirits un the 
New York Mercantile 
Exchange, when? the July 
crude fulun* i*p»‘n«i 41 cents 
higher at $12. W a barreL 

Traders on the Interna- 
tional Petroleum Hxchange 
in London followed suit and 
the August -dated Brent con- 
tract later gained 33 cents to 
$13.07 a barrel. 

Meanwhile, tho mood 
among members of the 
Organisation of Petrofeum 
Exporting Countries was 
said to be fimuivg in ravuur 
of fresh production cuts, 
when they meet in Vienna 
on June 24. 

Gold strengthened an the 
recovery in the yen. with the 
London afternoon “fix" of 
S290.90 a troy ounce $3.50 
above tiiat nf thv> t miming. 

The recent range -bound 
trading on the I /union Metal 
Exchange persisted yester- 
day. with the biggest loser at 
the day being Ihret*- month 
tin, which shed $103 to ckse 
at $5,910 a tonne. Copper put 
on $U by the end to finish at 
Si .654 u tonne but that was 
below the da> s high. 
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LONDON STOCK EXCHANGE 




Worldwide rally helps Footsie gain 100 points 
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MARKET REPORT 


By Phffip Coggan 
Motets Editor 


The London stack market 
defied some poor domestic 
economic data for the second 
day running and moved 
higher thanks to a positive 
international background. 

Figures on average earn- 
ings - the data which pro- 
voked this month's interest 
rate rise from the Bank of 
England's monetary policy 
committee - showed a fur- 
ther acceleration in wage 
pressure. The annual rate in 
March moved up to 5.2 per 


cent, from February’s -L9 per 
cent even that figure does 
not reflect the strength of 
the private sector, where 
earnings are growing at 5.9 
per cent 

Although the official 
unemployment figure rose 
marginally, and unexpect- 
edly. indicating that the 
employment market might 
be starting to come off the 
boil, the data seemed certain 
to alarm the mpc. 

Short sterling futures, the 
market’s vehicle for specula- 
ting on interest rate 
changes, fell again, giving a 
clear indication that the 
market expects another rise 


in interest rates. And the 
benchmark 10-year gilt 
dropped by a point for the 
second day running. 

Some analysts continue to 
argue that the figures are 
distorted. “We do not worry 
unduly about the rise in 
earnings as it is powered 
entirely by bonuses.” said 
Simon Briscoe. UK econo- 
mist at Nikko Europe. 

"Bonuses, in contrast to 
higher settlements, are dis- 
cretionary and non-inflatkm- 
ary in the vast majority of 
cases," he said. "In addition, 

the fact that earnings are 
rising strongly in some sec- 
tors which are experiencing 


low growth rates suggests 
that factors other than eco- 
nomic strength, such as pro- 
ductivity deals and compen- 
sation for reduced 
profit-related pay are forcing 
earnings up.” 

But the stock market's 
sang froid in the face of the 
figures was mainly the 
result of overseas news. 
Asian markets had rallied 
even before the heavy inter- 
vention in the currency mar- 
kets to support the yen by 
the Bank of Japan and the 
US Federal Reserve. 

The intervention, which 
succeeded in driving up the 
yen to YI37 to the dollar at 


one point, relieved fears that 
further Japanese currency 
weakness would trigger a 
round of devaluations in 
Asia, notably in China and 
Hong Kong. 

The Frankfurt and Paris 
markets rebounded by 
around 2 per cent, and on 
WaS Street, the Dow Jones 
Industrial Average was 200 
points ahead by the London 
cloSe. 

The inte rnatio nal blue 
chips in the FTSE 100 index 
were carried higher by this 
wave of enthusiasm, finish- 
ing 103 points higher at 
5,832.7. The announcement 
of a share buy-back by min- 


ing group Billiton made it 
the best performer. 

But it was significant that 
the FTSE 250 index, more 
heavily weighted towards 
domestic industrial stocks, 
had another depressing day. 
It fell 19-6 points to 5,863. 7, 
bringing its cumulative loss 
over the last six sessions to 
282.5 or 4.6 per cent The 
strength of the pound, which 
remained over DM2.97, 
weighed on the index. Mean- 
while. the SmaTICap index 
edged up 3.6 to 2,7122. 

Volume was 938.7m shares 
by the 6pm count, of which 
just over half was in non- 
Footsie stocks. 
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Buy-back 
boost for 
Billiton 

C^ANffiSREPORT 

By Joel KQiazo and Martin Brice 

Plans for a share buy-back at 
mining group Billiton 
cheered the market yester- 
day and sent the shares 
Sharply 

The company, which came 
to the market last year, said 
it planned to buy back up to 
10 per cent of its shares in a 
move that would enhance 
pawnings and net asset value 
per share. 

Dealers moved into tbe 
stock and it jumped 10% or 
&5 per cent to 137%p. 

However, there was specu- 
lation that more lay behind 
the buy-back decision. 

Several dealers suggested 
the move was an attempt to 
mop up a stock overhang in 
the market. Last month 
Dresdner Bleinwort Benson 
bought a block of shares rep- 
resenting about 4.8 per cent 
of the company's equity 
from Sanlam. the South Afri- 
can mutual insurer, and 
undertook a placing with 
institutional clients. It was 
reported that Dresdner failed 
to place all the stock and 
retained a sizeable holding. 

James Leahy, analyst at T. 
Hoare. said: “The market 
was awaiting news of expan- 
sion as alluded to in previ- 
ous statements. iimtwflri the 
company's resources are 


being used fbr a share buy- 
back at a time when there is 
a plethora of cheap mining 
investment opportunities.'' 

Bid speculation returned 
to retailer Thorn after it 
announced the sale of its US 
subsidiary Thom America to 
Renters Choice, the second 
largest US rental company, 
for $900m. 

Thom said the proceeds of 
the sale will be “substan- 
tially returned” to share- 
holders. The shares jumped 
10% to 22Qp, with 4 -2m hav- 
ing been dealt by tbe close. 

News of the disposal 
prompted the return of take- 
over rumours for the UK 
group and one analyst said: 


“This is the kind of company 
that belongs in private 
hands rather than being a 
public company." 

Clothes retailer Next, 
which falls out of the Footsie 
this month, eased 2% to 
52ip, as reports of difficult 
trading did the rounds. 

However. Morgan Stanley, 
which hosted a dinner fbr 

Next TT iariappmgTit flinri 

managers on Monday, was 
said to have reiterated a 
“strong buy” recommenda- 
tion. 

Marks and Spencer, 
reported to have been put- 
ting on a series of upbeat 
presentations, jumped 27 to 
560p. Analysts suggested 
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that the company's classic 
clothes lines are doing “com- 
paratively well”, as is the 
foods business. 

Taylor Nelson was the 
worst performer in the FTSE 
250. It lost 7Vi to 123p as the 
media group continued to 
suffer from the cautious 
trading statement on Tues- 
day, in which the company 
talked of a slowing of growth 
and problems in Asia- 

Eexam was off 14 V* at 283p 
amid talk that brokers were 
eyeing the profits warning 
from 3M in the US with a 
view to downgrading their 
forecasts for the UK packag- 
ing group. 

The profits warning from 
Premier Parnell continued 
to cast its shadow over the 
market's two biggest elec- 
tronics distributors. The 
markdown in Premier's 
shares added to the 14 per 
cent fall on Tuesday, and 
they closed down 15 at 
298%p. 

Among gloomy comments 
from brokers yesterday, Mer- 
rill Lynch cut its rating from 
“accumulate” to “neutral" as 
its analysts shaved forecasts 
by about 6 per cent 

The other giant in the sec- 
tor, Electrocomponents, suf- 



Ali Futures. Options 


Fo 


& Margined horex 

"ConoarTig© Towiieml 
TcHll71 3 T> 3m 
EragfL couufc 

Wb Sic taxpV/trww^nlxoujfc 


I 


OFFSHORE COMPANIES ♦ BY LAWYERS ♦ 


R 

I LaadtTfl kitem a Uo nal tax planning fim. off— fu> service. 

I ImiMS Helen Harper, UJB (HONS) Ttt + 44171 3822274 
I tattK Peta MwphyB.Comm. Tat + 3531 882 1383 

L: 


90-100 SYDNEY ST, IMBU SW3 SIU, BX 



I 


Acoann 

oMcun 

■l^MI FLOORS 

ED&.F MAN DIRECT 


TO PRIVATE IMVESTO! 


0*0500 565717 





Petroleum Argus European Natural Gas Report 

Ccmgrcnen&vo datfy rc-pon cohering ;nc UK and Evrcpsan 

; Petroleum Argus 

Free t-ia- ‘44 171) 353 3733 r;tp:Av.v.v .celrc'fjrr.^raus.com 


WANT TO KNOW A SECRET? 


Tbe LD.SJC.MJ- Seminar will show you how die markers REALLY wort. The 
amazing trading B xhmq pca of the legendor) W.D. Gann cat increase your profits 
and contain your leases. How? That's die secret. f “" n ' •* " am 
Book YOtR FREE place PHONE 0161 474 0080 


^ Iw— llawnta 


TRADE FUTURES 1 
ELECTRONICALLY 





TENFORE 


For mere trrfo and FREi demo ci'K call; 

+44 ( 0)1 71 405 1004 


tins 5I003! coverage 
of Shares, Currencies. 
So cde. CotriTiCditios, 
Futures i Op'icrs., 
Research 4 Commenta'7 
end Nev»'s 


H 


E D St F MAN DIRECT 


£14 $20 DM25 

WITH FUTURES TRADING 
COMMBSSaONS THIS LOW 
WHY NOT CALL US TQOAYTl 


fimOED amOK ALSO HMJ0J3 ■ 
EDfc fatten r^[p6.nt« 


U0500 5657 


F TitureSource 



Data Broadcasting Corporation 

Tha vwaHcfa loodtag provrior eaottinw raoAot data to the irefewduol hiteo i | 

IMPROVE YOUR TRADING TECHNIQUES 

A series of one-day seminars to increase your trading waakh using 
real-iime market data and readily available analytical PC software 


LONDON D-ri WITH TOP PROFESSIONALS 
I FJ D I C AT O R S^by Ta m DoMsrk 


SDBC 


www.dbceuro.com Tel +44 1717933105 


http://www.unioncal.com 

F.X. FUTURES & OPTIONS 24 HOURS 


| Ol 71 522 3333 



FUTURES 
OPTIONS 
& FOREX 

PRIVATE CLIENTS 
WELCOME 


BERKELEY FUTURES LIMITED 

38 DOVER STREET, LONDON W1X 1RB M 

TEL: 0171.629 1133 E4X; 0171 495 0022 00 
6itaJlwire.bletJk **— 


wm_ _ m ■- 


► Futures & Options 


-Online Trading 
-Margined FOREK 

Fotarre* Options, romMiaa 
himtiMiMTfco 
hrytrete Hifj 

0800-262-472 

LcnteE 0K1-M7-17M 

Geasq: 0130818100 

Mtatftand:«0055S33S 

widOMiicUii 

Ll>.D-\\ A LDOCK C0'1PA>Y 

vl ; I St. • Liiru!:.n KC!Y II I> 


mini 

REUTERS 


Freephone 
FUTURES MGER 

0000 18 SS OS 

wnf 



OPTIONS 


| INDEX 

FINANCIAL 



T COOK, Me rmc. M TTI m3 JOTT I 

ho««.UJ« T»^ 03 JMI 7 Z 



The FT GUIDE TO WORLD CURRENCIES, puHhbed in Monday's 
newspaper md cavern^ over 200 cuntacks. is now avaiiaUe ty dading {be 
following rajrobcr 6am the bandsex of your machine, 6891 437 001. 

Calls are charged a 50j»tain at all dines. For more information or sssntanac 
ptdse phone 0171-873 4378. (Cityline bdp desk) 


MarkeTrack98 


The World's Most Powerful Fixed-Line Quote System 
Mow Runs Just As Fast Over The Internet 


A A ^ kI/ ^ a f~\ equities, hrtures. options 

■ V * d ■ 1%-^. V ™ jt tw ini r.crr5 from only D54 p»r nnrtlh 

rmpkm 0800 321 321 

I www.market-eye.co.uk 


Datastream ACV 


If you would like to advertise, or require any 
further information, please contact: 

Jeremy Nelson 

Tel: 0171-873-3447 Fax: 0171-873-3062 


fered the biggest fall in the 
FTSE 250 as the stock lost 5 
per cent, or 28 to 512p. Elec- 
trocomponents had suffered 
much less than Premier on 
the day of the warning, and 
yesterday's fall means its 
shares have suffered about 
half as much as Premier Far- 
nell stock. 

Logics reached a record 
high as buying interest was 
prompted by a combination 
of factors. The software 
group announced a contract 
win in Mexico yesterday 
morning just as BT Alex 
Brown was said to have 
increased its pre-tax forecast 
for next year by £3m r while 
traders expect positive news 
from a meeting the company 
is bolding with analysts next 
week. The stock touched a 
record £19 but came off its 
high to close up 77'A at 
£l8.67Vi- 

Investor sentiment was 
also encouraged by a rise In 
US technology shares. 

Good news for AIT 

Elsewhere in the IT sub- 
sector, ATT. which speci- 
alises in services to the 
retail financial services sec- 
tor, exceeded forecasts with 
its 40 per cent pre-tax profit 
rise to £2 .2m. The shares, 
which were placed at 150p 
last June, closed down 11% 
at 3ia%p. 

The results prompted ana- 
lysts’ to edge their forecasts 
ahead, and at the close the 
shares stood on about 35 
times this year’s forecast 
earnings. The company is 


due to meet Institutional 
investors today. 

Nycomed Amersham 
jumped 32V, to 450p with bro- 
kers across the market said 
to be positive following a 
series of upbeat presenta- 
tions. 

B roker s remained positive 
on HSBC in spite of more 
brokers' profits forecast 
downgrades. The shares 
jumped 104 to £15.40. 

Dresdner Kleinwort Ben- 
son was said to have down- 
graded current year profit 
expectations to &U36bn from 
£5.03 bn and tbe following 
year’s figure to LLTlbn from 
£4JQbn. 

Standard Chartered was 
up 20 at 674p with Merrill 
Lynch said to have urged 
investors to buy the stock cm 
weakness. The broker was 
reported to have scaled back 
current-year profit expecta- 
tions. 

Engineering stocks suf- 
fered amid gloomy com- 
ments on the strength of 
sterling, with one broker 
believed to have said that 
forecasts were becoming 
increasingly difficult 
because oT the pound’s con- 
tinued vigour. - 

LucssVarity lost some of 
the 8p it gained on Tuesday 
following positive comments 
from house broker - ABN 
Amro that stanmed from an 
analysts' trip to the compa- 
ny’s operations in the US. 
The stock closed off 3 at 
252p. 

BTR was off 3 at 174p 
aHoari of a series of Tnaetin ga 
with analysts. Positive news- 
flow from the company is 
thought unlikely given its 
exposure to the Asian 
turmoil. 

Among the FTSE 250 engi- 
neers, Glynwed Interna- 
tional eased 4 to 2S7p while 
Charter, which last year 
moved from the diversified 
industrials sector to the 
engineering sector, was off a 
penny at KEMp as the com- 
pany hosted a two-day 
visit by analysts and institu- 
tional investors. 
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Intervention pulls bourses out of spiral 


WraLDC^yiEW 

A rebound in the Japanese 
yen and in the fortunes of 
Asian bourses helped world 
stock markets ciimh oat of 
their downward spiral yes- 
terday, writes Philip Coggan. 

The US Federal Reserve 
joined the Bank of Japan in 
intervening to support the 
Japanese currency, carrying 
the yen back up to Yl3?/$ at 
one stage. 

Although there had been 
rumours that the Bank of 


Japan might intervene on its 
own, the co-operation of the 
US authorities took the mar- 
ket by surprise, especially 
given recent US comments 
nesting doubts on the effec- 
tiveness of such action. 

The reversal in the yen's 
fortunes eased the fears of 
recent weeks that the Chi- 
nese and Hong Kong author- 
ities might be forced Into 
devaluing thefr currencies in 
response, setting off another 
round of foreign exchange 
turmoil across the region. 


The rally in Asian stock 
markets happened before the 
Fed/BoJ intervention, but 
the yen had already moved 
higher on hopes that a visit 
to Japan by Lawrence 
Summers, deputy US Trea- 
sury secretary, would result 
in some action. 

After such a long period of 
selling, the Aslan markets 
were ripe for a rebound; the 
Hang Seng climbed back 
above the 9,000 level and the 
Korean market gained more 
than 8 per cent 


Geoffrey Dennis, the 
emerging market equity 
strategist at Deutsche 
Morgan Grenfell, says that 
the intervention frafl fed™* 
away the risk of a major 
breakdown In the yen for the 
time being and allowed the 
oversold Asian markets to 
recover. 

“We think the emerging 
markets could rally by 20-25 
per cent over the next three 
months," he said. 

The Tokyo stock market 
had a rather disappointing 


day, with a further slide in 
the share price of the 
Long-Term Credit Bank 
weighing on the Xikkei 225 
average. 

But Japanese shares 
looked strong in London 
trading after the interven- 
tion was announced, espe- 
cially as it was assigned that 
the Americans will have 
extracted a promise -of eco- 
nomic reform in return for 
their help. 

Tokyo was one of the few 
losers of the day. Wall Street 


took immense heart from 
events in the foreign 
evchap gg markets - even 
though Treasury bonds fell a 
point as the Bank of Japan 
sold them to buy yen - and 
the Dow Jones Industrial 
Average was up more than 
200 points in early tra ding . 

Europe, battered by both 
Asia and New York, was 
relieved to find that, for 
once, the rest of the world 
was giving it a leg up. Both 
Paris and Frankfurt ended 
about 2 per cent higher. 


EMERGING MA RKET FOCU S 

Turkey winning 
the prices war 


Support for 
Japan brings 
out US bulls 


Renewed yen fuels Seoul rise 


AMERICAS 


Investor relief at 
intervention to support the 
Japanese yen sent the Dow 
Jones Industrial Average up 
more than 200 points at one 
stage in early trading, writes 
John Labale in New York. 

“We're finally seeing some 
light at the end of the tun- 
nel," said Arthur Hogan, 
chief market analyst at Jef- 
fries & Co in Boston. “The 
stocks that were in carnage 
the last two weeks are now 
in favour, especially in tech- 
nology, financials, and oil 
services." 

By early afternoon the 
Dow was off its earlier highs, 
hut still up 189.08, a rise of 
2J2 per cent to S^5*L37. The 
broader Standard & Poor's 
500 climbed 19.71 or 1-8 per 
cent to 1,107.30- Volume was 
very strong throughout the 
early session. 

The currency intervention 
sent the dollar down smartly 
against the yen, and trig- 
gered a sell-off in US Trea- 
suries, winch had been up 
strongly for much of the last 
week on Aslan concerns. By 
early afternoon the bench- 
mark 30-year bond was off fi 
at 105%, sending the yield 
higher to 5.718 per cent 

Technology and small cap 
shares were bid higher, but 
not at the levels semi in the 
blue-chip sector. The Nasdaq 
composite gained 25.82 or 
1.47 per cent to 1,77854. 

The Improvement for the 
yen helped send US- hanking 


shares higher. The Philadel- 
phia Stock Exchange's bank- 
ing index was 1751 or 12 per 
cent higher to 841.96. Citi- 
corp shares surged $5% to 
8151%. 

MCI shares climbed $2% to 
$53% as regulators continued 
to examine its merger plans 
with WorldCom. In the drugs 
sector, Pfizer rose 82 to 
81U% an a report that the 
company may wider its Via- 
gra promotions. 

TORONTO pushed higher 
on a broad front, taking its 
cue foam the early surge on 
Wall street and responding 
to a flurry of takeover activ- 
ity. The 300 composite index 
was up 105.69 or L5 per cent 
at 7549.40 at noon. 

Ranks were in the thick of 
the action with Royal Bank 
of Canada gaining 80 cents 
to C$87.80 and Canadian 
Imperial up the same 
amount at C$4755. In golds, 
Banick responded to a bet- 
ter day far bnflxm with a 
rise of 75 cents to C$26.15. 

An unproved bid from 
Call-Net Enterprises lifted 
Fonorola C$3.75 to C$68.75 in 
heavy volume. Teleglobe 
rose C$3.80 to C$45.25 as 
Investors digested the 
group's plans to merge with 
Excel Communications of 
the US. 

Northern Telecom, which 
announced plans for a $9.lbn 
US takeover on Monday, 
stayed weak. The shares, 
C$93.10 at the close an Fri- 
day, fell a Anther 90 cents to 
C$78.10. 


A^PMWFIG 

The yen's renewed strength 
against the dollar, and arbi- 
trage trade between the spot 
and the index futures mar- 
kets, sent SEOUL rocketing 
up 85 per cent. Us largest 
single-day rise ever. 

The composite index shot 
up 2351 to 30251 as the mar- 
ket also gave a broad wel- 
come to a commitment from 
President Kim Dae-jung to 
proceed with strong eco- 
nomic restructuring. How- 
ever, analysts said that 
Investors were less certain 
about a planned “hit list” of 
companies, deemed by credi- 
tor banks not to be viable. 

Bine chips benefited most 
from the yen's rebound as 
they had been hit hard on 
fears of losing price competi- 
tiveness in global markets. 
Both Samsung Electronics 
and LG Electronics went 

THE PAY’S CHANGES 

16 Change 


SotA Korea 

Mas frowns 



Seoul. 


Bombay- 


Hong Kong.. 
Bangkok.. 


Singapore 

Jakarta. 


Kuala Lumpur.. 
Karachi 


Wefflngton.. 

Sydney 

Taipei. 


Tokyo.. 


- +8.5 
.. +7.6 
. +6.4 
.. + 6.0 

- + 6.6 

- +S 

- +3.5 
.. +3.3 

- +1.5 
.. + 1.0 

- +08 
- u/c 


Sao Paulo powers on 


SAO PAULO picked up 
where it left off on Tuesday 
with the Bovespa index in 
upbeat mood. Among lead- 
ing stocks, Telebr&s shot 
ahead by 6 per cent to 
R8127.20 In what brokers 
described as solid volume. 
The benchmark index had 
risen 520 or 5.6 per cent 
to reach 9,769 at midsession. 


MEXICO CITY also pow- 
ered higher. The IPC index 
was 164.23 or 4 per cent 
ahead at 4.290.20 at midses- 
sion. 

Telmex led the way up 
with a gain of 95 centavos to 
2L35 pesos in more than 12m 
shares traded. The stock 
accounted for 15 per cent of 
the morning's total volume. 


limit up, gaining 11.9 per 
cent and 11.5 per cent to 
Won42,650 and Wonll.600 
respectively. 

HONG KONG rebounded 
strongly, although caution 
remained the watchword 
after recent volatility. The 
Hang Seng index jumped 
477 JO to 8,00135 and China- 
linked stocks did even bet- 
ter, lifted by expectations of 
a Chinese interest rate cut. 
The red-chip Ghina-Afflliated 
Corporations index surged 
9.80 per cent and H shares 
finished 7.7 per cent higher. 

Turnover. however, 
slipped to HK$6.1bn from 
Tuesday's HK$7.6bn. 

Among the blue chips, 
HSBC Holdings surged 
HK811.50 to HK$181 while 
Hutchison finished HKJSLBQ 
higher at HK$34J20. 

TOKYO managed to shake 
off worries over the health of 


the Long-lhrm Credit Rank , 
and shares ended the day 
almost unchanged, Reuter 
reports. 

The rebound in the yen 
helped equity prices, off- 
setting heavy selling in 
LTCB, and the Nikkei 225 
index closed down 5.00 to 
14.715. 

The Topix index of all 
first-section shares rose 0.37 
to 1,15694 with 40fen shares 
changing hands. A total 689 
rose while 392 felL 

Domestic and foreign insti- 
tutions sold LTCB as 
rumours spread the bank 
had been mentioned In a 
conference call between 
Moody’s and Aslan inves- 
tors. Investors have been 
nervous over the bank’s bad 
loans and its tie-up with 
SBC, although the bank yes- 
today dismissed speculation 
that it faced financial diffi- 
culties as “ groundless" . 

LTCB was the most active 
issue of the day, closing 
down Y30 at Y123 after foil- 
ing to a low for the year. 
Other long-term credit banks 
were also weak, with Nippon 
Credit Bank down Yi to 
Y125 and Industrial Rank of 
Japan retreating Y29 to 
YTOL 

The rise in the yen, how- 
ever, helped some other 
banks, as concerns over 
their dollar-denominated 
loan portfolios were allevi- 
ated. 

News of a visit to Japan by 
US Deputy Treasury Secre- 
tary Lawrence Summers, 
prompted worries Japan 
would be urged to take 
action over the banks’ loan 
problems. 

Sakura Bank fell Y16 to 


Currency news lifts Frankfurt 


EUROPE 


News of US and Japanese 
support fo r the a iling yen 
sent FRANKFORT 2.2 per 
cent higher In late electronic 
trade. The Xetra Dax index 
picked up from a low of 
5,66298 to close near its best 
levels of the day, up 121.12 at 
5,74293. 

Cbemical group Henkel 
was a winner, rising DM11.40 
to DM184.40 as takeover 
speculation drove the price. 
WeDa, the shampoo group, 
was named as a possible 
suitor, and its shares gave 
up DM28 to DM1925 as the 
company denied the 
rumours. 

Cars remained in the spot- 
light with Volkswagen clim- 
bing DM79.90 to a record 
high of DM1,757 as the mar- 
ket remained upbeat about 
its recent acquisitions. 

Lufthansa put on DML95 
to DM48.25 in response to 
five-month profit figures and 
its full-year forecasts. RWE 
rose DM5.40 to DM101.50 
after an upbeat earnings 
forecast from Its power sub- 
sidiary. Preussag put on 
DM16.20 to DM640 as CS 
First Boston reaffirmed its 
Strong buy rec ommendation. 

PARIS pushed ahead 
strongly with the early 
bounce on Wan Street help- 
ing the CAC 40 index to 
dose within a whisker of its 
session high. The bench- 
mark ended 78.71 higher at 
4.09LS9. 

Renault and LVMH were 
the star blue chip attrac- 
tions, making up lor recent 
relative weakness with 
rebounds of more than 5 per 
cent apiece. Renault rose 
FFr16.60 or 59 per cent to 
FFr337.70 and LVMH gained 
FFr58 to FFr1,188. News of a 
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Brazilian acquisition helped 
lift Lafarge FFr26 to FFr626. 

Among lesser caps, Bauy- 
gues Jumped FFr91 or 9.2 per 
cent to FFr1,080 after Italian 
press reports suggested Tele- 
com Italia was interested in 
further investments in Bouy- 
gues Telecom. 

ZURICH carried its 
rebound through to a second 
straight session as the SMI 
index climbed 174.0 or 2.4 par 
cent to 7,562.7. Financials 
bad a good day. UBS rose 
SFT81 to SFr2976 and SBC, 
Its merger partner, was 
SFri8 higher at 557. Among 
the insurers, Baloise jumped 
SFrl22 to SFr3,770 and Swiss 
Re finished SFr59 higher at 
SFr3£99. 

In drugs, Roche certifi- 
cates climbed SFr330 and 
Novartis was SFr31 higher at 
SFr2^65. 

In the speciality chemicals 
sector, Clariant put on SFr68 
to SFr993, profiting from a 
Bank Julius Baer study that 
set a target share price of 
$Fr2,50G before the chemi- 
cals group split its shares an 
a two for one basis. EMS 
Chemie was SFrl50 higher at 
SFr8385. 


AMSTERDAM added 1296 
to 1.17497 on the AEX index 
on a day of nominal corpo- 
rate news. 

Volume was thin and the 
best story of the day - a 
tentative rumour that ABN 
Amro was set to link up 
with Chase Manhattan of the 
US - produced little or no 
action. ABN improved 20 
cents to FI 47.70 in 6.1m 
shares traded. 

Fortds Amev led the blue 
chip performance charts, 
advancing FI 4.20 to 
FI 11590. Philips and Hein- 
eken were also strong, 
adding FI 4 to 176.10 and 
FI 2.10 to FI 77.50 respec- 
tively. KNP BT lost Fll to 
FI 5400. 

MADRID gained ground 
following other markets, and 
the general index rose 1B.98 
or 22 per cent to 8649a 

Endesa, the utility that 
completed its privatisation 
offering earlier this month, 
was the most active issue, 
rising PtalOO to Pta3,37D. 
Telefonica added PtaJL40 to 
Pta6,9l0, while Tabacalera 
gained PtaTTO to Pta3975. 

BCH rose Ptal40 to 
Pta4,750. BBV advanced to 
7,420 and Santander was 
ahead PtalSO at Pta7,500. 

Union Fenosa, the electric- 
ity utility, rose Pta60 to 
Ptal^TO after Endesa said 
that it was selling its 12 per 
cent stake at Ptal,875 a 
share to BCH, Banco Pastor 
and Caixa Galicia, the 
savings bank 

MILAN rallied 2.6 per emit, 
helped by blue chips and 
Asia-related Issues with the 
Mihtel index gaining 598 to 
2393L 

BCI, the banking group, 
rose LfflO, or 8.6 per cent to 
LlO.574 after announcing 
more than doubled five- 


month gross operating prof- 
its and lifting return-on- 
equity targets. 

Telecom Italia gained L492 
to L13.422 following its 
shareholders meeting. Bul- 
garl, the luxury goods 
maker, was suspended 
up minutes before the close 
after a rise in the yen and 
the rebound in Asian mar- 
kets. The shares g ained 
to LID, 003. 

HELSINKI rose 2.8 per 
cent with the Hex index up 
129.90 at 4,744.56. Nokia, 
which relies on Aslan 
rignyinri and hart tumbled on 
the region's market turmoil, 
added almost 6 per cent, ris- 
ing FM2D to FM357. 

MOSCOW jumped 7.7 per 

cent, encouraged by the 
finani* ministry's plans for 
a new Eurobond. The RTS 
index rose by 1298 to 181.99. 

WARSAW reversed an 69 
per cent four-session decline 
with a 49 per cent rebound. 
The Wig index recouped 
636.7 to 15.482.3 as gainers 
led losers by 147 to seven. 
Turnover surged 65 per cent 
to 235.1m zlotys. 


Written and edited by 
Michael Morgan, Jeffrey 
Brown, Rnrifcn Terazono and 
SHke Scott 

South Africa 

Johannesburg, closed on 
Tuesday, reopened in upbeat 
mood with sentiment 
boosted by Asia. The all 
share index ended 285 or 4 
per cent higher at 7,003. 

Industrials gained 315 to 
3,409.6 and golds rose 56 per 
cent to 817.9. South African 
Breweries jumped R8.80 to 
R128. Gold Fields surged 9.5 
per cent to R23. 


Y359 and Fuji Bazik declined 
Yll to Y536. 

Fuji Heavy Industries 
gained Y2l or 3.1 per cent to 
Y690 on hopes the launch of 
its new car this week would 
help its earnings. 

BANGKOK rebounded 
sharply, led by finance and 
banking stocks, and the SET 
index rose 1550 to 27294. 

The financial index rose 
more than 19 per cent and 
banks added ll per cent. 

Thai Farmers Bank was 

the most active issue, gain- 
ing Bt2J50 to Bt4L50 and 
Securities One added BtG.80 
to Bt3.70. 

JAKARTA went along 
with the gains in regional 
markets, spurred on by arbi- 
trage activity in Index 
heavyweights. The compos- 
ite index closed up 1993 at 
419-44 in turnover of 
Bp368bm 

Dual-listed stocks of Tel- 
kom, Rp450 up at Rp4.075, 
and Indosat, Rp 1,125 ahead 
at Rpl6925, were the main 
contributors to the rise. 

KUALA LUMPUR closed at 
the day's hi g h b reaking a 
five-session losing streak. 
The composite Index, at a 
nine-year low this week, rose 
15.04 to 45098. 

Short covering prompted 
by the yen's recovery helped 
Telekom, which rose 45 
cents to MS695 and Tenaga 
Nasional. which gained 24 
cents to M$59. 

SINGAPORE followed 
other markets in the region 
bigtiar and the Straits Times 


Industrials roe 58.74 to 
1407.70 as the Singapore dol- 
lar firmed in tandem with 
the yen. 

Shares gained ground 
across the board, with active 
baying in blue chips that 
had suffered heavy losses 
earlier in the week. Singa- 
pore Press Holding rose SSI 
or 8 per cent to S$1390. 

BOMBAY shot up on 
aggressive short covering fay 
speculators following moves 

Long-Term Credit Bade 
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by the Securities and 
Exchange Board of India to 
curb excessive speculation. 

The BSE-30 index rose 
240.11 at 3,401.19. On Tues- 
day, the Sebi instructed all 
investors with outstanding 
short sale positions in the 
carry forward segment to 
square off 50 per cent of 
these in the current settle- 
ment and the remainder in 
the next 


Turkey remains one of this 
year’s better-performing 

emerging stock markets In 
Spite of a decline in dollar 
terms of around 12 per cent 
since January. 

Political optimism is help- 
ing, and there are tentative 
hopes for fiscal reform ahead 
of next April’s general elec- 
tion. The economy continues 
to expand, with GDP set to 
grow by 5 per cent tins year. 

But the Train drive in the 
short term is coming from 
inflation. It has long been 
the bane of Turkish econo- 
mists, but the consumer 
price index is at last show- 
ing signs of coming down to 
earth. 

The inflation rate, which 
was 99 per cent at the start 
of the year, has recently 
ti>n»rt back to within range 
of 90 per cent Investors are 
excited at the prospect of a 
more determined decline by 
the end of the year. 

The government is looking 
for a CPI of 50 per cent by 
December, although best 
bets among analysts suggest 

something closer to 70 per 
emt 

Whatever the result, the 
trend line suggests that pre- 
dictions of a rapid switch of 
funds out of debt securities 
Into equities may sot be far 
off the mark. 

It is a process that is con- 
stantly played out on the Ist- 
anbul stock market, where 
daily volume, at $300m, is 
way ahead of competing cen- 
tres such as Athens and Tel 
Aviv. Debt-equity arbltrag- 
lng by local traders is one 
reason for Istanbul's healthy 
levels of activity. 

Although high inflation 
implies a constant currency 
risk, foreign investors play 
an important stock mar ket 
rede. 

The ownership structure 
of the equity market is 
understood to be split fairly 
evenly between foreign and 
local Investors. And Tur- 
key’s impressive currency 
reserves of around $25bn 
stem almost exclusively 
from foreign investment in 
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htgh. real-yield short-terra 
bonds. 

From rui overseas perfec- 
tive, Turkish equities are 
seen as a medium-term trad- 
ing play. At current level* - 
the benchmark 100 index 

rose 136-17 to 4,047.11 yester- 
day - the consensus among 
brokers is that the market fe 
attractive and that the 1998 
share ratings are relatively 
undemanding. 

Up 5 per cent on average' 
in the five years to 1987, 
GDP is heading for similar 
growth this year and likely 
to keep company profits to 
the fast lane. 

Broker predictions wry. 
but the median for 1998 
looks to be in per cent earn- 
ings growth, which trans- 
lates broadly into a stock 
market p e of less than 10. 
This compares with 20 or so 
for the Greek stock market 
and 15 for Israel. 

Nigel Rendell. emerging 
market analyst at Banco 
Santander, is looking for 10 
per cent gains in dollar 
terms for Turkish equities 
this year. Thereafter then 
may be uncertainty, he says^ 

Prime minister Mesut YD- 
maz is due to step down to 
December, with Turkey _ 
going to the polls next Aprfl. 
“The political base is way 
fluid and. since it contains 
an important Islamist seg- 
ment, next to impassible to 
predict", says Mr RendeU. 

Jeffrey Brown 



Could they get you to France? 


There's a lot at stake, it's a very big deal. 

So, as a seasoned travel manager you need a 
team behind you that can be fully relied on to 
get you there. 

Tactically, it may seem a safe choice to stick with 
the big names. Strategically it may not be so 
obvious. Do they ever seem shaky under pressure? 
Do you feel points are being missed as as result? 
Perhaps you will look for greeter awareness and 
agility from your selection in the future. 

Portman are no 4. We’re different. And we're 
good. This means that today more and more 
companies are putting our name down first as 
the qualification for delivering an effective travel 
management service. 

For a kick-off, we're expert in all the smart 
moves that take us past the opposition to ensure 
efficient control of clients’ travel spend. And as 
the UK’s largest independent, the strength of 


our squad lies in its reliability, skill and 
creativity. Add to that impressive distributio 
from a nation-wide network of offices, 
and globally through over 4000 locations ai 
you have the strongest prospect for success. 

How often have the so-called favourites mis< 
the target when it really counts? Precisely Y 
best shot is to pick the players who consiste 

t0 Jl! e ° CCasi0n - it<s wh * p ortman scon 
wnen others srmply draw a blank. 

Pick the right team. Speak to Portman. 

Call Lesley or Brian on 0800 731 1527 

E-mail: Icollins0portmantravel.co.uk 
or blawier0portmantravel.co.uk 
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WORLD TOURISM 


There are few places in 
the world untouched by ; 
this sector. Scheherazade 
Daneshkhu reports 

Travel still 
firmly on 
right track 
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There are no factories 
churning out the wares of 
the world's largest industry, 
no- piles of stock by which 
to identify it. Yet travel and 
tourism has not only devel- 
oped rapidly over the past 
decades to stake a claim to 
being the world’s biggest 
industry, it is. along with 
telecommunications and 
information technology, one 
of the fastest-growing, 
too. 

From Benidorm to Bali, 
from the Himalayas to 
Hawaii, there are few places 
in the world which have 
been unaffected by tourism. 
The populations of the 
- w ealthi est nations no longer 

>. regard a holiday as a luxury 

J but as a necessary break 

: . from an increasingly eom- 

petitive and stressful work- 
ing life. 

The change has been 
helped by cheaper air travel- 
This has also been instru- 
mental In making long-haul 
travel one of the industry’s 
fastest-growing sectors. 
“ Going abroad on holiday has 

become so commonplace 
that even those holidays 
which were once the pro- 

serve of the wealthy, such as 

cruising and ski-ing, have 
£ been packaged and made 
_ T affordable for great numbers 
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of people. 

Last year some 617m tour- 
ists travelled to foreign 
countries and spent $448bn. 
France has long been the top 
destination with a market 
share of about 11 per cent of 
the world total, but the US 
earns the most from tourism 

- $75bn last year, or 16 per 
cent of the world total 

Yet 1997 failed to five up to 
growth expectations due to 
the financial turmoil in Asia 

- until recently the fastest- 
growing region - which led 
to world tourism growth 
rates slowing to 4 per cent 

pressures from the finan- 
. cial slowdown have been 
“most acute in Thailand, but 
were also felt in the Philip- 
pines, Indonesia and Malay- 
sia. Countries that usually 
receive many Asian tourists, 
such as Australia, were also 
affected. However, China 
resisted the trend and Its 
tourism receipts rose by 18 
per cent from 1996 to $12bn. 

“On the positive side. 


because of the devaluation of 
some currencies, particu- 
larly in Thailand and Korea, 
Asian destinations ■* have 
become more competitive. 
This is likely to stimulate 
stronger thaw normal' long- 
haul travel to east Asia and 
the Pacific this year, " says 
Francesco Frangialfi, sec- 
retary-general of the Madrid- 
based Wo rld T ourism Organ- 
isation (WTO), the UN- 
backed body. “But that 
growth will be insufficient to 
offset the loss of intra-re- 
gianal tourists.” 

The WTO predicts, none- 
theless, that tourism will tri- 
ple by 2020. with l.6bn tour- 
ists visiting countries abroad 
annually and spending more 
than $2,000bn. 

Tourism's impact on the 
world economy is more diffi- 
cult to calculate. The World 
Travel & Tourism Council 
(WTTO, a private sector lob- 
bying group comprising 
hotels, airlines and the cater- 
ing industries, believes tradi- 
tional measures underesti- 
mate the contribution made 
by travel and tourism. 

The WTTC argues that cal- 
culations based on direct 
spending ’ ignore the 
knock-on benefits of tourism 
to the economy, such as 
spending in restaurants or 
the contribution to retail 
sales. If these are included, > 
travel and tourism account 
for $3,600hn, or 11 per cent of ^ 
the world's gross domestic,, 
product The industry is 
responsible for more th an 
230m jobs directly and indi- 
rectly and is likely to create 
another 100m jo bs by 2010, 
according to the WTTC. 

.Job creation has long been 
one of the attractions of 
developing a tourism indus- 
try, particularly in countries 
with few natural resources 
or little capital. But some 
countries In the developed 
world have seized on tour- 
ism’s potential to create Jobs 
to help solve their own grow- 
ing problem of unemploy- 
ment 

Sweden last year Invested 
SKrlOm to stimulate small 
business development in the 
tourism sector as a way of 
creating jobs. Britain’s 
Labour government has tar- 
geted tourism as one of the 
most promising sectors for 



job-creation through its New 
Deal scheme to return unem- 
ployed youth to wort 
Despite the industry’s 
potential for job and wealth- 
creation, its rapid growth 
poses problems. Euromoni- 
tor, the market research con- 
sultancy, is sceptical that 
the necessary infrastructure 
will be in place -to cope with 
the Increases. It forecasts 
air passengers will dou- 
ble over 20 years to 2bn, but 
that growth will be ham- 
pered by a shortage of air- 
ports in western Europe and 
southeast Asia where con- 
gestion will re main a prob- 
lem. ■ 

•' Many people blame the 
'-development of. tourism far 
ruining unspoilt areas and 


cultures, building unsi g h tly 
hotels, scarring the land- 
scape with golf courses and 
allowing historic cities and 
villages to be overrun with 
busloads of tourists. 

The question of how to 
develop tourism without 
ruining the envir onment is 
much debated at interna- 
tional gatherings of tourism 
chiefc. Sustainability - the 
maintenance of a balance 
between running tourism at 
a profit but not at the 
of natural resources 
- has become a buzzword. 
But Mr Frangialfi believes 
the commitment by govern- 
ments to Agenda 21 - the 
strategy launched in 1392 at 
the Rio de Janeiro Earth 
Summit for sustainable 


development — has been only 
lukewarm. 

“Many opportunities have 
been lost in tenns of public 
poficy," says Mr Fra n g ialfi . 
“What is positive though is 
that growing concern for the 
environment is c han gin g the 
attitude of the larger opera- 
tors and they are putting 
pressure on destinations to 
offer better quality. So this 
fight for a dean and better 
environment is not being 
fought by public institutions 
but is coming through the 
market** 

A growing trend by cen- 
tral governments to devolve 
responsibility for tourism 
development to local author- 
ities or the private sector 
has lessened the responsibil- 


ity of governments towards 
the development of a 
national tourism industry. 
But where governments are 
taking an increased interest 
In the industry is in its 
potential as a tax-raising 
source of revenue. 

Entry fees and airport 
departure taxes have been 
on the increase. The US 
recently introduced a new 
arrival tax, while UK depar- 
ture taxes were doubled last 
year. 

Deloitte & Touche, the 
accountants, found in a sur- 
vey of 50 destinations pub- 
lished in March that 73 per 
cent bad increased taxes on 
tourism over the past three 
years and 13 per cent had 
lowered them. 


“Too many taxes are dis- 
criminatorfly levied at travel 
and tourism because it’s an 
easy hit" says Geoffr ey Li p- 
man , president of the WTTC. 
“There is a misperception 
that tourism is a luxury, but 
it is an export so, if any- 
thing, governments should 
incentivise it." 

While the tax issue and 
the financial problems in 
Asia have been setbacks for 
the industry, the implemen- 
tation of European economic 
and monetary union (Emu) 
is likely to stimulate travel 
due to its promise of greater 
transparency of prices 
within the member-states 
and the elimination of cur- 
rency exchange costs. 

Tbe tourism industries of 


destinations bordering the 
Emu member-states, such as 
north Africa and Turkey, are 
likely to become more com- 
petitive If the euro currency 
is set at a strong rate rela- 
tive to the dollar and the 
yen. But, by the same token, 
the traditionally weaker-cur- 
rency countries within Emu, 
such as Spain and Italy, are 
likely to find the competition 
with these countries tough. 

“The euro will probably be 
a problem for S p a nish tour- 
ism," acknowledges Gabriele 
Burgio. chairman of NH 
Hoteles, one of Spain’s larg- 
est hotel groups. "We will 
lose competitiveness so we 
win have to improve produc- 
tivity and services. It is a 
challenge." 


AIR TRAVE 1 - • by Michael Skapinker 


growing 


But the tourist indu stry to day 

* Already-busy skies 

can expect to see — — - 

much more traffic 
in coming years 


July 5 16U is regarded by many 
as the day that modem tourism 
began. Thomas Cook, a printer 
and anti-alcohol campaigner 
took 500 people to ^cKter 
station in the u ^s East 
Midlands, where they Warded a 

train to Loughborough. There 

they were greeted by a 
crowd of v te “P*I*££ 

asisWSBf tt 

ra Ovef 1 S years later, 
plays an important role in 


ferwofthem teetotal - around the 

world. „ v ■ - 

If you take the number of 
people flying annually and 
multiply it by the dfetanre they 
travel you end up with 2£00bn 
kilometres. This is theequivaJent 
of every adult and child in the 
UK making a j-ound- the- worm 
trip on an aircraft each year. 

Twenty years. front now those 
numbers will ^ook tiny, Air 
traffic is expected to . increase by 

per cent annually -far the next 

10 years and by 4Aper cent a 
year during thitflecaie afterthat. 
That means, sgys Ada m Brow n, 
head of forecasting ami stra te «* c 
planning at Airbus Industrie. the 
European aircraft manufacture, 
that air traffic wifi increase 168 




usf. rival, 

aircraft. 
■J747, are 
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plays an imporwm . t traffic wifi increase «» 

ttrtni tourists - S? c ££??7.-tooO»«rti ! 

now that a new network of v™ tune, the airlines wm 

European high-speed links is “"^ngarly three times as 


winch traffic as today;" hesays. 

How mil the airlines cope with 
that number of - — 

way will be by 

passengers on to 

Airbus plans to 

generation of 

carrying 600 
Boeing, its 
argues that 
such as its 

fnpahte of doing « 

Both manufacturers 7 agree. 

however, that the dumber of 

passengers on eacfrOight will go 
up. Airbus forecasts jfaat the 
average number a£.s£ats on each 
flight will increase . from 179 
today to 227 oveir the- next 20 
years. In the Asia-Pacific regio n, 
airlines already have an average 
of 240 seats on. each flights. In 20 
years, this will increase to 320, 
Airbus says. 

Airlines will also buy many 
more aircraft. Airbus and Boeing 
predict that airlines will spend 


over $1.000bn acquiring more 
thaw 16,000 aircraft over the next 
20 years, both to expand their 
fleets and to replace ageing 
models. 

The airlines are already 
looking at ways of moving the 
growing number of passengers on 
and off flights more quickly. 
They have begun offering 
passengers ticketless travel and 
computerised check-in. British 
Airways is experimenting with 
ways of tracking connecting 
passengers electronically through 
airport terminals so that they 
can see if they are having any 
difficulty reaching the departure 


A new generation of low-cost, 
no-frills airlines has discovered 
the most effective way of 
speeding up the hoarding of their 
aircraft - do not give passengers 
seat numbers. Ryanair, the 
Dublin-based budget carrier, said 
it was able to reduce delays 


sharply by seating passengers on 
a first-come, first served basis. 
The fear of being stuck in a 
middle seat is. apparently, a 
powerful incentive for reporting 
to the gate on time. 

Improved technology and 
better management of passengers 
wifi help airlines handle the 
increase in passengers. The 
principal obstacle to expansion 
will probably lie elsewhere - in 
the effect that air transport has 
on the environment 

Fuel emissions . and noise are 
both potential problems, and 
some in the industry have seen 

the importance of getting their 

arguments in first BAA, one of 
the world’s leading airport 
groups, argues that the introduc- 
tion of quieter, aircraft means 
that residents living near Lon- 
don’s Heathrow- have seen noise 
pollution falling, even though 
traffic grown. 

Mr Brown, of Airbus, argues 


that aircraft are quieter than the 
trains which many see as a more 
environmentally acceptable form 
of travel. He says: “The zone 
exposed to an annoying level of 
noise - more than 80 decibels - 
by a modern aircraft ta ki ng off 
and landing is much less than 
that of a high-speed train. And, of 
course, the noise footprint cre- 
ated by the high-speed train 
stretches all the way from its ori- 
gin to its destination. 

“As a result, the number of 
people exposed to aircraft noise 
has substantially reduced, while 
many more people are exposed to 
noise from roads and railways. 

“In fact, the huge physical bar- 
riers needed to contain the noise 
from high-speed trains could one 
day become as serious an envi- 
ronmental threat as the noise 
itself. In addition, per passenger 
transported, airports use land 
about five times more efficiently 
than rail, and six times more effi- 


ciently than road. Despite their 
much higher speed, the latest air- 
craft also consume substantially 
less energy per passenger trans- 
ported than the average mid- 
sized car." 

The difficulty for the industry 
is that many of those who live 
□ear airports refuse to accept 
that aircraft noise is dropping. 
They are a powerful lobby, pre- 
venting airport expansion world- 
wide and insisting on strict limits 
on the number of flights. 

Flight limits at Amsterdam’s 
Schiphol meant the airport had 
difficulty last month handling 
charter flights for football fans 
travelling to the Champions’ Cup 
final between Real Madrid and 
Juventus. And so great has the 

opposition from anti-noise cam- 
paigners to a proposed fifth ter- 
minal at Heathrow been that the 
public inquiry has had to sit for 
three years, with at least another 
six months to go. 



being built. 


The 


fastest route to Doha with daily non-stop flights from Heathrow ; 
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HOTELS • by Scheherazade Daneshkhu 


Globalisation is the name of the game 


As the sector 
bounces back 
to health so 
takeovers 
take off 

In February, a British 
company bought from a Jap- 
anese company a chain of 
hotels founded by a US com- 
pany. Bass's £L7bn acquisi- 
tion of Inter-Continental 
hotels from Japan's Saison 
group marked another step 
in the consolidation of the 
international hotel industry . 

It was one of a number of ■ 
recent large International 
hotel deals. These include 
the Slbn purchase last year 
of the Hong Eong-based 
Renaissance group, opera- 
tors ol Ramada hotels, by 
Marriott International, the 
US-based company which 
also owns the luxury Ritz- 
Carlton chain. 

The Savoy group, the fami- 
ly-dominated group of UK 
hotels, was bought Tor £520m 
by Blackstone Hotel Acquisi- 
tions, a company controlled 
by Blackstone and Colony 
Capital, two US-based invest- 
ment groups. 

The hotel Industry, which 
was badly hit by the reces- 
sion in the early 1990s and 
the Gulf war. has bounced 
back with vigour, as was 
demonstrated last year in 
the US where there was a 
frenzy of takeover and 
merger activity in the sector. 

More Hum $25bn worth of 
hotels changed hands, 
including those of ITT, own- 
ers of the Sheraton chain , to 
Starwood, a real estate 
investment trust, after an 
abortive bid for ITT by Hil- 
ton Hotels Company. 

Real estate investment 
trusts, tax-efficient US-based 
property companies, 
invested heavily in the US 
hotel industry last year and 
have begun to expand out- 
side the country. 

Consolidation in the US is 
being driven by economies of 
scale and the need to cut 
costs in mi increasingly com- 



Leatfmg corpo ra te hotel transactions 1995-1998 


Hotel name 


Vendor 


Purcfiawr 


Com Common 
(mttona) 


Westin Hotels 

Meridian Hotels 

Capttamo Hotels 

AOMT group 

Ar Frawo 

Mr lingua 

Starwood/Ooldmen Sadte- 
Forte 

COL Hotels 

S9B1 

8338 

£219 

IMS 

Forte Kotate 

Fme‘ " 

Granada' 

0,070 

TnwokxJga N America 

Forte 

HFS few 1 


fjtetropcfe Group 

Lotte 

Stride -Hotels 


1997 

Vffi Hatefc UC 

HB HotetL LLC 

Stare Pad Ledflhg Trust 

*327 

Renaissance Howto 

nenatwanoa Hotels 

Harriots tot 


Wynctiam 

Wymfiwa 

Patriot Amarictt HoapflaOW 

$1,100 

PHH Cap 

PHH Carp 

HFS toe 

*1,830 

vuSKvncz* Apsnnooee; 

jStetfinss Aparthatote 

Wastmom HospflaWy 1 


Cafifcaraa Jockey Club ste 

Cdfomia Jockey dub and 

Patriot American 


Bay Meadows Operjong Chb 
Grand Hentaga 

Bay Meadows Operating CUP 
Gssnd Homage 

Patriot American 

522 

Primus 

.Pronats 

Doublet!** 

*4200 

WHG Resorts & Casinos 

-WHG Resorts & Casinos 

patriot American HosptaMy 

*300 

Cental Howls & 

r Carnival Hotels & 

Patriot American HoepitidHy 

S48S 

Gencom American Hasptjafcty 

ITT 

; Gencom American HoapitaBy 
riT Sheratcn 

Starwood Hoapitofity 

£8 

Onon Aparthotels 

: Orion Aparthotels 

WMBmnt Hosptteafy 

£125 

WesUn Hotels & Resorts 

j Wester Hotter* Resorts 

Starwood HospitaSty 

51,570 

Interests Howto 

. m Interstate Hotels 

Patriot American 

£709 
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Inter -Continental Motets 
Arctta 

Savoy Group 


Saisdns Group 
Arctia - 
Savoy 


EM (Natan Ol & Gaa Co.) 


Scandfc 


Open dooR more than $25bn worth of hotels changed hands worldwide last year 
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petitive industry. But it is 
underlined by good growth 
prospects Tor tourism and 
business traveL 

“Increasingly travel is 
driven not just by business 
but by leisure,” says lan 
Prosser, chairman and chief 
executive of Bass, which 
owns the Holiday Inn chain. 
“The international hotel 
business has grown at more 
than S per cent per annum 
over the past five to 10 
years. In the short-term 
there has been a setback in 
Asia, but in the long-term 
we expect the industry to 
return to similar rates of 
growth.” 

As travel increases so does 
the demand for hotels In dif- 
ferent countries. The c hains 
aim to be able to accommo- 
date their guests in most 
parts of the world at hotels 
which preferably range from 
the mid-market to luxury. 

Inter-Continental hotels 
gave Bass a four-star brand 


to add to Its mid-market Hol- 
iday Inn and budget Holiday 
Inn Express brands. The 
acquisition also helped to 
plug gaps in the group's cov- 
erage of Europe and Asia. 

"Globalisation is the name 
of the game,” says Eric Pfef- 
fer, president of the hotels 
division of Cendant - previ- 
ously HFS before its merger 
with CUC, a direct market- 
ing company. 

Cendant may be the 
world's largest hotel fran- 
chising company but most of 
its hotels are In the US. It 
has started to go interna- 
tional by taking its mid-mar- 
ket brands, including Days 
Inn and Howard Johnson, to 
Europe where it plans to 
open at least 50 hotels, ini- 
tially in the UK, over the 
next five years. It Is also 
rivalling Holiday Inn’s activ- 
ities in China where it plans 
a total of up to 40 hotels this 
year. 

Nor is the consolidation 


taking place solely through 
mergers - strategic alliances 
and marketing deals have 
also increased. ITT Sheraton 
recently signed a joint ven- 
ture with Arabella Hotels, 
part of the German-based 
SchOrghuher property group. 

“Germany is a difficult 
market for an international 
company to enter,” says Bob 
Cotter, president of ITT 
Sheraton's European divi- 
sion. “For 25 years we had 
three hotels there; now we 
have 14." 

For many people the good 
news about the race to 
increase global coverage is 
that they will have more 
opportunity to earn hotel 
loyalty points and more 
places at which to spend 
them. 

Hilton Hotels Corporation, 
the California-based group 
which operates Hilton inside 
the US, and Ladhroke, owner 
of Hilton International, 
reached a marketing agree- 


ment in 1996 to unite the Hil- 
ton brand and extend HHC's 
HHonors loyalty programme 
to Hilton International's 
hotels. 

The concern, however, is 
that hotels could lose-ijeir 
individuality or that stan- 
dards might fall in the 
relentless march by every 
growing corporation/ to 
achieve economies of scale. 

That is something which 
operators deny vigorously. 
Starwood, which last i'e&r 
bought Wes tin. a US chjhrof- 
Hve-star hotels for ¥£&b'n, 
recently acquired Us first 
wholly-owned property in 
the UK when it bought Turn- 
berry, the luxury hotel and' 
golf course in Scotland 

The hotel has been 
rebranded Westin 
Turn berry. Fred Kleisner, 
president of Westin. says 
Tumberry is part of its plans 
to offer its affluent 
customers a resort 
destination capitalising on 


TECHNOLOGY • by Roger Bray 


Armchair booking catches on 


Flying via the web 
may never have 
been easier, but 
there may be 
the odd catch 

Chartered accountant Tony 
Upson was looking for a 
walking holiday. He cannot 
remember the exact words 
he keyed into his computer, 
but the internet search 
engine produced the ideal 
solution - a small UK tour 
operator offering breaks at a 
hotel in Andalucla. 

The holiday included a 
series of hikes, led by an 
Englisb guide, across 
ancient Mozarabic trails in 
the limestone mountains 
behind Spain's Casta Blanca. 

“It was precisely what I 
was looking for," says Mr 
Upson. “I might have found 
out about tbe company by 
chance in the small ads of a 
newspaper, but if I hadn't 
used the internet I doubt 
wbether I would have ever 
discovered it.” 

Surfing tbe net can be 
haphazard, too. and too few 
sites are updated with 
sufficient regularity. But it 
is already proving a potent 
means of matching 
discerning customers with 
such specialist companies 
and independent hoteliers - 
and for providing all 
travellers with information 
which may influence where 
they go and which airline 
they fly with. 

Within a few minutes 
users can check the cheapest 
air lares on offer, search for 
hotels in an area they want 
to visit see photographs of 
them, and call up a town 
map to find the nearest 
designer label factory out- 
lets. 

Users still grumble that 
the net is too slow, but it 
offers access to government 
warnings of health and 
crime risks around the world 
much more quickly than any 
other medium. And not only 
does it offer huge amounts of 
official information, such as 
that contained in the British 
Tourist Authority’s 40.00ft- 
page site, which is attracting 
an average of about 141,000 
visits a month. It is peppered 



Many bookings. Including fl igh ts on BA, can now be made from an office PC or a traveler's laptop 


with forums and personal 
sites containing quirky and 
sometimes critical views of 
destinations which may con- 
tradict the glowing prose of 
brochures. 

Consumers remain hesi- 
tant about booking and pay- 
ing online, however, in a 
survey of international long- 
haul business travellers, the 
International Air Transport 
Association (lata) discovered 
that while 55 per cent of 
Nortb Americans, 38 per 
cent of Europeans and 30 per 
cent of Asians accessed the 
net for flight information, 
only S per cent overall used 
it to hook seats. 

Of the majority who did 
not, 42 per cent said they 
still preferred going through 
their travel agents, 4 per 
cent thought It was too com- 
plicated. and the same pro- 
portion complained it was 
too slow. 

As a result, many airlines 
and other travel companies 
are wary of introducing the 
software needed to accept 
secure payments before 


■ SURVEYS PROGRAMME AND INDEX 
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(Callers outside the UK dial exit cade + 44 990 209 
908). 


demand increases. At the 
last count 146 of the 255 car- 
riers belonging to lata bad 
web sites, but only a handful 
of them accepted reserva- 
tions and payment online. 

One that does is British 
Airways, which takes book- 
ings via the internet in 71 of 
the countries it serves and 
allows customers in 30 Of 
them to pay by keying in 
credit card details. Yet 
although its site is attracting 
around lm visits a month it 
is taking only about 100 
bookings. 

Roger Flynn, the airline's 
head of distribution, 
describes these bookings as 
the “little acorns” from 
which great oaks grow. 

The potential for online 
reservations, even in this 
age of mighty technological 
leaps, is staggering. Software 
now becoming available 
enables travellers to make 
new bookings - or change 
old ones - wherever they 
are. For example, when Air 
Canada opened its “Cyber 
Ticket Office" last October 
the first international book- 
ing it took came from a busi- 
ness traveller, using a laptop 
in Beirut, who wanted to Gy 
via Paris to Montreal and 
Vancouver - and back to 
Paris. 

In the US, the total value 
of internet travel sales is 
forecast to top $1.8bn this 
year and to reach $8.6bd by 
2002. .Two big online agen- 
cies alone - Travelocity, an 
arm of the Sabre computer 


reservations empire, and 
Microsoft's Expedia - look 
likely to generate $30Om of 
revenue between them this 
year. 

Jupiter Communications, 
the electronic media 
research organisation, says 
online travel sales in tbe US 
totalled 9911m last year and 
will reach 9ii.7bn by 2002. 

By comparison, the inter- 
net’s penetration in Europe 
is tiny. Datamonitor, tbe 
research company, says 
online travel bookings there 
totalled 97.74m last year - or 
7 per cent of all such com- 
merce. But tt predicts that as 
European consumers catch 
up with their American 
counterparts, that figure will 
rise to $l.7bn by 2002. when 
Europeans will represent 35 
per cent of the overall mar- 
ket 

These figures must be 
seen, however, in the con- 
text of a world tourism 
industry which was already 
generating $425bn in 1995 
and which is expected to 
grow at a rate of 4 per cent 
or more a year until 2010. 
Trade through the Internet 
can be expected to grow 
simply, however. 

Conventional wisdom in 
the UK is that such growth 
will come through people 
looking for cheap, last-min- 
ute flights. Jupiter reckons 
that while airline bookings 
now represent 84 per cent of 
the US online travel busi- 
ness, its share will shrink to 
59 per cent in five years. 
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while hotel and car hire red 
ervations will more tt 
double. 

John Wallis, internatior 
marketing vice-president o£ 
Hyatt International, the' P 
hotel chain, goes even fur- - 
then, Last year the group 
took online bookings worth 
some $4m - about 1.4 per 
cent of total revenues - and 
the online take for March of 1 
this year alone was Si. 4m. 
Mr Wallis expects online 
bookings to reach some 980m 
- 10 per cent of the total - In 
four years' time. 

Retail travel agents have 
mostly accepted that, rather 
than resist the chan ge, they 
should turn it to their own 
use and add the value of per- 
sonal service. 

A belief persists that that 
many consumers will always 
want human contact with an 
experienced agent who can 
offer sound, unbiased advice. 
Some agents are considering 
whether they could set up 
short-cuts to a wide range of 
direct booking sites on the 
web, saving customers the 
need to spend time doing it 
themselves. They point out 
that their knowledge makes 
them better equipped than 
the individual traveller to 
find the best deals. 

As Tony Hughes, chair- 
man of tbe Guild of British 
Travel Agents, puts if "We 
are long past the stage 
where the Internet is seen as 
a threat In fact we now see 
it as a business tool to har- 
ness for 1 the future." 


the increasing popularity of 
gold 

Tnrnberry recently formed 
an alliance with The Green- 
brier, the luxury golf resort 
hotel in West Virginia. “In 
the northeast [of the US] it 
is popular to take a four-day 
weekend and go to Europe. 
We want to fulfil that con- 
stituency's needs," says Mr 
Kleisner. 

Christopher Rouse, who 
stepped down recently as 
director and general man- 
ager of Turnberry after 20 
years, acknowledged the dif- 


ficulties faced by many indi- 
vidual hotels. “It is hard far 
an independent hotel to mar- 
ket itself. We want to be able 
to use Westin's reservations 
systems and we need the 
brand -loyal customers of 
Greenbrier.” 

Preferred Hotels, a consor- 
tium of independently -o wned 
luxury hotels, says it is not 
perturbed by the onslaught 
of the chains. Last year it 
formed a marketing agree- 
ment with the exclusive Sea- 
boura Cruise Line to offer 
discounts on cruises and 


hotel stays, to promuir what 
it describes a> a , Tif»*style 
strategy" lor the affluent 
market. 

■■The luxury market has 
been dominated by indepen- 
dent hotels because luxury 
is best provided on a local 
rather than corporate level." 
says Peter Cuss, president nf 
Preferred Hoi els. ”1 welcome 
this | the consolidation 1 
because it will isolate the 
demand for personal service 
which we provide aud differ- 
entiate it from ■processed' 
luxury.” 


Puffing in the tourists- and their money 
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Younger set take 
to the ocean life 


Rising demand 
for holidays afloat 
is good for 
operators and 
shipbuilders 

Forget about deck quoits 
and blue-rinsed matrons 
sipping tea in the sun 
lounge. Grand Princess, the 
latest addition to P&O's 
fast-expanding cruise fleet, 
features a glass- walled 
“disco pod" suspended 150 
feet abo.ve the waterline 
“accessed from the sports 
deck below by a glass-walled 
travelator". 

Cruising is no longer the 
preserve of the elderly rich - 
though they still make up a 
large slice of those who 
holiday afloat - but is 
appealing to the younger, 
more energetic tourist set 

This change in image has 
led to sharply-rising 
numbers of cruise 
passengers and to a building 
boom in the handful of 
shipyards which specialise 
in cruise liners. A total of 
4.86m North Americans tods 
a cruise in 1997 - an 
increase of 8.6 per cent on 
the previous year - while 
the UK market expanded by 
25 per cent to 521,500 
passengers. 

The British, along with the 
continental Europeans, are 
increasingly forsaking the 
traditional beach-based 
package holiday for a week 
or two afloat. The number of 
German cruise passengers 
rose 12J per cent last year to 
403.0 00, while even the small 
Spanish market expanded by 
29 per cent to 35,000 
passengers. 

“Cruising is growing faster 
in popularity than flny other 
form of holiday,” says Bin 
Gibbons, director of the UK’s 
Passenger Shipping 
Association. “We expect the 
investment made by cruise 
companies in new and 
refurbished ships and in new 
itineraries will mean 
continued growth far some 


years to come;” The 
association forecasts that 
more than 600,000 ' Britons 
will take an ocean cruise 
this year. 

The growing popularity of 
cruising has attracted new 
players such as Disney, 
Airtours, Thomson Holidays 
and Saga Holidays into the 
market, extending the 
appeal of the sector by 
offering more informal, more 
affordable cruises. 

The established .cruise 
operators, meanwhile, have 
been expanding the size of 
their fleets with qyer-Iarger 
vessels. The Grand Princess, 
which made her delayed 
maiden voyage last month, 
weighs in at a 
record-breaking 109,000 tons, 
but she will be surpassed by 
a 130,000-ton vessel being 
built for Royal Caribbean 
Cruise Line and due for 
delivery in 1999. 

P&O and Its US Princess 
Cruises subsidiary have no 
fewer than six ships on order 
costing a total of $l.5bn. 
They will add 12 per cent a 
year to the group’s 
passenger capacity in each 
of the next five years’ 

Fears that the : new 
buildings would swamp the 
market - prevalent when 
the 69,000-ton Oriana, with 
cabins for nearly 2,000 
passengers, was “named” in 
1995 - have been overcome. 
The present concern is that 
too modest a building 
programme will result in 
missed opportunities. 

Carnival, the US company 
and the world’s largest 
cruise operator, has an even 
more ambitious building 
programme with $3.5bn of 
new ships ou order. It is also 
completing the acquisition of 
Cunard, one of the most 
famous names in the cruise 
shipping industry and owner 
of the QE2. This purchase 
flrom Kvaerner, the 
Norwegian shipbuilding and 
construction group, will ddd 
five to the Carnival fleet * 

But Micky Arison, 

Carnival's chairman and 


chief executive, believes that 
so little of the market 
potential, for cruising has 
been tapped that the new 
capacity will be absorbed 
easily. Studies of the North 
American cruise sector put 
the potential size of the 
market at 35m to 50m 
passengers. 

Despite the widening of 
the cruise market, it still 
draws many of its customers 
from among the wealthy. 
They are better able to 
weather recessions than 
other sectors of the tourism 
industry. Cruise passengers 
are typically people with 
savings rather than those 
still paying off a mortgage. 

The larger vessels now 
being delivered - Grand 
Princess will have 1.296 
«ihins with roam for up to 
3,300 passengers plus a crew 
of 1400 — give their owners 
huge economies of scale. But 
there is still scope far the 
smaller ship. Royal Olympic 
Cruises, a Greek operator, 
bought two secondhand 
ships, of <12,000 tons and 
IB, 000 tons respectively, 
aariior thin year to increase 
its fleet to seven ships. 

In the market for 
conventional vessels, there 
are signs that the limits of 
size have been readied. The 
largest, cruise liners cannot 
pass through the Panama 
Canal, while the number of 
destinations capable of 
providing shore facilities for 
thousands of passengers is 
also limited. 

But a new market for 
unconventional cruise liners 
may be about to be 
developed. John McNeece, a 
London-based designer of 
cruise ships, has put forward 
proposals for a 500.000-ton, 
12-deck ship costing |L5bn. 

This vessel, known as the 
Cruise Bowl, would comprise 
a mothership of 240400 tons 
with two detachable 
satellites of 130,000 tons 
each. The mothership would 
house a 12JXX)-seat arena to 
stage concerts and sporting 
events, while the satellites 



Crutea Bowfc John McNaeoe’s visionary mothership and two sataffitas (above). Below, the Ocean Princess, which wfl be joining Princess Cruises 11 Grand class of superlinen 
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would provide cabins, shops 
and poolside areas. 

Mr McNeece believes this 
approach would overcome 
the problem that the limited 
show lounges on even the 
largest of current cruise 
vessels cannot accommodate 
top acts. 

He says: “If we have an 
’event 1 as the crowd-puller 
the cruise becomes the 
add-on. In other words, 
it's not a -cruise but 
a sports cruise or a 




rock cruise or a combination 
of both and priced 
accordingly." 

Mr McNeece acknowledges 
that the revolutionary 
nature of this proposal 
would require a backer “who 
relishes icnovatlon".The 
established cruise operators 
are sceptical. At a time when 
the conventional notion of 
cruising is enjoying such 
success there will be few 
supporters of change on 
such a scale. 


TIMESHARE* by Scheherazade Daneshkhu 


Problems are on the decline 


The sector has 
cleaned-up its 
image - helped 
along the way 
by legislation 

The timeshare industry is 
probably best known for 
having a bad name. So it 
may come as some surprise 
that it is also one of the tour- 
ism industry's fastest-grow- 
ing sectors, increasing at an 
annual rate of almost 20 per 
cent - well above the rate of 
international tourism arriv- 
als - since 1980. 

The value of timeshare 
sales has grown from $490m 
in 1980 to $5.7bn in 1997. The 
number of timeshare owners 
ha s increased from 155,000 to 
3.8m over the same period. 

Timeshare has its roots in 
the property sector. It began 
in the late 1960s in the 
French Alps and was taken 
UP in the US during the oil 
price rise in the mid-70s. 
Developers were left with 
empty properties after a 
b uilding boom in Florida 
and used the idea of time- 
share to sell each apartment 
in one-week portions. 

Timeshare has since 
spread to most parts of the 
globe, with new resorts 
being developed from India 
to Aruba. 

The industry's mantra is 
that you are getting tomor- 
row’s holidays at' today’s 
prices. Holidaymakers have 

the right to use accommoda- 
tion for a specified number 
of weeks over a specific 
period of time (or sometimes 
for ever). 

Purchasing the right 
involves paying an initial 
lump sum and an annual 
maintenance fee. Many 
people also pay an optional 
nnpu-ii membership fee to an 
exchange company so they 
can swap their weeks for a 
holiday at a different resort. 

An Office of Fair Trading 
report published in the UK 
in 1990 concluded that the 
cost of timeshare did not 
seem to compare favourably 
with that of a series of 
annual self-catering holi- 
days. But it also said that 
the majority of timeshare 
owners writing to the office 
during the year-long investi- 
gation were content with 
what they had bou ght ~ ^ 

That report was prompted 
by consumer complaints 
•about the high-pressure sell- 
ing techniques employed by 
some operators. These 
included inviting holiday- 
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makers in a resort to go to 
collect a prize only to find 
themselves subjected to two 
hours of timeshare sales 
talk. The OFT recommended 
a new law to protect con- 
sumers. " .. „ 

The Timeshare Directive 
of the European parliament 
which was drawn up in if®* 

for implementation by EU 
member-states by April fast 

vear fa aimed at reinforcing 
consumers' rights- The mea- 
sures indude requiring a 10- 
day cooling off period so 
buyers can withdraw even 
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after signing a contract, and 
prohibiting advance pay- 
ments far a timeshare. 

Although only five EU 
member-states have enacted 
the regulations, others are 
close to doing so, indoding 
Spain, where much of the 
timeshare sold in Europe is 
situated. In the US, where 
the industry has distanced 
itself from the negative 
image of timeshare by ren- 
aming ft vacation ownership, 
similar legislation was devel- 
oped in the 1980s. 

“There are stQl problems, 


but far less than there used 
to be,” says Neil Cooper, 
chief executive of The Time- 
share Council, the UK-based 
industry body. “And once 
the legislation is in farce in 
Spain they will probably dis- 
appear at a stroke.” 

Greater consumer protec- 
tion has contributed to the 
recent rapid growth of the 
industry, as has the arrival 
of exchange companies. RCL 
the larger of the two wmip 
international exchange com- 
panies - with, a market 
share of 70 per cent - was 


bought by Cendant, the US 
direct marketing company, 
in 1996 for $625m. Miami- 
based Interval International, 
the other large exchange 
company, was acquired in 
1997 by a consortium led by 
WlHis Stein, a Chicago-based 
investment group. 

Eric P feller, president of 
the hotels division of Cen- 
dant, says the high rates of 
growth in the timeshare 
industry make it an attrac- 
tive one in which to invest 

“At the beginning of any 
product, when people get 
aggressive and there is no 
power administering the eth- 
ics, some developers can cre- 
ate a tarnished image. Now 
there is more regulation and 
more flexibility to exchange 
properties. Things have also 
changed because of the entry 

of intfirnati final rihntnH such 
as Hyatt Hotels and 
Ramada.” 

Marriott was one of the 
first of the international 
hotel chains into the US 
timeshare industry and was 
followed by Hilton Hotels 
Corporation and Disney. 
Four Seasons, the luxury 
rhain , opened its first time- 
share in CflHfnrnia fast year. 
Airtours, the UK package 
holiday group, has also 
altered the industry with a 1 
resort in Florida. 

Although t he hotel chains 
have confined themselves in 
the main to North America 
and the Caribbean, Marriott 
hag recently entered the 
European timeshare market. 

Deborah Anthony, partner 
In the hospitality division of 
Arthur Andersen, the 
accountants, says the poten- 
tial for generating very large 
returns is so great that there 
is little doubt that more 
operators will enter the 
industry. She believes that 
one reason why more have 
not already entered may be 
because marketing costs are 
still very high. 

The quality of many of the 
new developments is five- 
star standard, making time- 
share aspirational, particu- 
larly for those who would 
like a second home but can- 
not afford one, according to 
Mr Cooper at The Timeshare 
Council. “Initially timeshare 
was a new thing but now it 
has come of age. We are 
likely to see the same rates 
of growth continuing.'' 

Mr Pfeifer agrees. “Vaca- 
tion ownership has pene- 
trated 3 per cent of US 
households. It's only a 20 
year industry - tins is just 
the beginning.” 





Getting ship-shape; P&O’s Oriana has a gymnasium with fadffties for all ages 


ERCHANT 

COURT HOTEL 

(Stay business) 

ROOMS NOW 

AT 50% OFF 

(Pay economy) 


Merchant Court Hotel now improves economy for the business traveller In Singapore. Our 
Summer Executive Offer gives 30% off room” rates from now till 15 September. 

Take a room on the executive Hoots, and you'll aba receive a credit of up 10 5Szo nett off* 
sundry charges, per room, per night, plus all privileges of The Merchant Club, Express check In/ 
check -out. Unlimited local calls. Dally continental breakfasts. Refreshing evening cocktails. Notebook 
PC and fax-printer provided in room upon request. 

To capitalise on this, |usr hook at least 7 days in advance. You'll appreciate the returns. 
For reservations, calf : 0800 25 28 40 (UK). 

* Deluxe room} and ibo.r, e«eluding suites t Certain conditions apply 
Pmem thfi ad when you check In to lecxtve a npedal gift. 
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GREEK AIRPORTS * by Kerin Hope 


Improved services at 
regionals are arriving 


Introduction of a 
. computerised 
flight control 
system should 
ease delays 

Revenues from the 
“spatosimo,” a controversial 
airport tax, are providing 
Greece's civil aviation 
authority (YPA) with a 
steady stream of cash to 
carry out a long-awaited 
upgrading of the country’s 
international airports. 

The tax, paid by passen- 
gers departing from Greek 
airports, was Introduced in 
1993 to help finance the con- 
struction of a new interna- 
tional airport for Athens at 
Spata, east of the capital. 
But public anger over the 
decision forced the govern- 
ment to revise its plans. 

Instead of being allocated 
exclusively to the Athens 
airport project, income from 
the spatosimo is shared with 
YPA. with about EculSOm 
yearly being channelled to 
more than 20 regional air- 
ports which serve local com- 
munities year-round and 
become Greece's main tour- 
ist gateways during the sum- 
mer. 

At Ecu20 for international 
passengers and EculO for 
domestic ones, the departure 
tax is higher than at most 
international airports. But 
protests from tour operators 
and charter carriers are fad- 
ing as facilities improve at 
the big regional airports 
which handle the bulk of 
tourist traffic Heraklion and 
Hania on Crete, Thessalon- 
iki, Rhodes, Corfu and Kos. 

“The new Athens airport 
will be a world-class facility, 
intended to become a hub for 
south-east Europe," says 
Elias Chrlstou. YPA's deputy 
governor. “But Greece will 
also have another half-dozen 
airports that are internation- 
ally competitive." 

A consortium led by Ger- 
many's Hochtief group is 
constructing the new Athens 
airport on a build -ope rate- 
transfer (BOD basis. It will 
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be operated by the Athens 
International Airport Com- 
pany. a partnership between 
the Greek state and Hoch- 
tief, which holds a 40 per 
cent equity stake and will 
manage the airport. 

The airport will cost 
EcuZ5bn and is due to open 
in March 2001. In the first 
phase Spata will be able to 
cater for 16m passengers 
yearly, a 60 per cent increase 
on the current number of 
passengers using Athens air- 
port. It may later be 
extended to handle up to 
50m passengers a year. 

A toll highway linking the 
new airport with Athens, 
17km away, is under con- 
struction. and there are 
plans to bnild a light railway 
along the same route. 

With less than three yearn 
to go before the current faril- 
ities at Hellenikon are 
closed, Improvements at 
Athens are being limited to 
making its three small ter- 
minals operate more effi- 
ciently. After the move to 
Spata, most of the 1.100-hect- 
are site will become a park 
lor southern Athens, with 
areas set aside for sports 
facilities and a small zone 


reserved for building high- 
quality office space. 

However. YPA will remain 
responsible for Greece’s 
regional airports. A strategic 
plan calls for spending 
Eculbn over the next five 
years to extend terminal 
buildings, lengthen runways, 
and instal approach radars. 
By the end of the year 
approach radars will be oper- 
ating at Heraklion. Thessa- 
loniki, Corfu and Rhodes, Mr 
Christo U says. 

An EcuSOOm scheme to 
upgrade Thessaloniki air- 
port, the biggest in northern 
Greece, is under way. As 
well as handling increasing 
□umbers of east European 
and Russian tourists head- 
ing for northern Greek 
resorts. Thessaloniki is 
intended to become a sec- 
ond. smaller hub for the 
south Balkans and the Black 
Sea region. 

Thessaloniki will serve 
business passengers making 
short hops to Sofia or Buc- 
harest or taking longer 
flights to Ukraine or Geor- 
gia. These destinations have 
become important .for Greek 
businessmen because of ris- 
ing trade and investment by 


Greek companies in the 
region. 

Other regional Greek air- 
ports, however, mainly serve 
the tourist industry. Most of 
the 10m tourists who visit 
Greece every summer travel 
directly to the islands 
aboard charter flights. 

“The challenge for Greece 
is to raise services in the 
tourist industry to Spanish 
and Italian levels,” says Mr 
Christo u. “This moans hav- 
ing the infrastructure in 
place. We need runways that 
can take wide-bodied aircraft 
and more efficient ground- 
handling operations.” 

This summer should see 
the official launch of 
Greece's new air traffic con- 
trol system which will bring 
the Athens flight Informa- 
tion region into line with 
western Europe. 

The fully computerised 
system is expected to reduce 
delays at Greek airports by 
increasing hourly numbers 

Of landing * and take-ofiS and 

will also allow larger 
numbers of commercial 
aircraft to use Greek 
airspace. 

In the longer-term, tourist 
traffic will be routed to 17 
airports on larger Islands 
and around the mainland 
coast The new destinations 
will include lesser-known 
islands such as Lemnos and 
Skyros, and the district 
around Preveza in western 
Greece. 

But there are no plans to 
build more regional airports, 
while an existing scheme to 
enlarge airports on sevmil 
smaller Aegean islands that 
are attracting increasing 
numbers of tourists is being 
re-examined on environmen- 
tal grounds. 

Faster sea transport would 
enable tourists to reach 
neighbouring islands from 
international airports on 
islands such as Mykonos and 
Santorini, Mr Chrlstou says. 
“There will be many more 
hydrofoils and catamarans 
coming into use in the next 
few years. There is no need 
for an airport on every 
Greek island." 
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OfympicAirways 


Olympic Airways, the 
fossmaking Greek state 


carrier, feces a survival test 
this summer. Its 
performance over the next 
few weeks win determine 
whether as EU-backed 
financial rescue package 
can be revived. Knot, the 
socialist g ove r nm ent says a 
wifi dose the airline. 

The good news for - 
Olympic, which still enjoys 
a near-monopoly on 

domestic routes, is that 
Greece expects to host a 
record number of tourists 
this year. Bookings soared 
following the drachma's 12 
per cent devaluation 
against the Ecu in March. 

The bad news is that 
intermittent strikes and 
work stoppages have 
sharply reduced passenger 
numbers. Rather than risk 


State carrier charts 
course for t survival 



delays and cancellations, Onthctamac- butttaaaWne is threatened with doing grounded pannanenBy 


most Greeks travelled by' 
road or ship at Easter, the 
most impo r t a nt local 
holiday. Revenues fell so 
sharply that Olympic had to 
take out an emergency loan 
last month to finance 
pay-roll costs. 

Olympic's management 
says it hopes to cut 
operating costs by DriZira 
this year through a salary 
freeze, cuts in benefits, and 
the elimination of 
lossmaking long-haul 
routes. But the phots' and 
cabin crews’ unions are stBl . 
contesting the package. 

Last year the airline lost 
Dr&5bn, mainly because 
managers awarded 
excessive pay rises to 
senior staff. The average 
Increase for its fi^OO 
workers reached 20 pear cent 
but pilots received 
increases of up to 80 per 
cent, 

“It’s touch-and-go 
whether Olympic win make 
it," says a senior executive. 

Cash-flow is looking a bit 
better, but we desperately 
need the ETJ package to go 
ahead to make sure of 


getting longer-term 

financing.” * 

To win back passengers 
Olympic is offering 
half-price fares on 
scheduled flights to 
Eur ope a n cities this month. 
The domestic schedule will 
be revamped next month 
with flie arrival of seven 
leased Boemg-737s. 

Rather than pay overtime 
to pilots in order to keep 
the intensive summer 
schedule operating, 

Olympic is hiring 40 to 50 
young pilots at lower 
salaries. Because cabin 
crews are refusing to 
comply with the 
eost-entting planand work 
longer hours, some 
international routes are 
being merged. 

The government, 
however, has stopped 
i nter ve ni ng in Olympic’s 
day-to-day operations. It 
has distanced itself from 
the airline's management 
and told state-controlled 

hanks that Olympic can no 
longer borrow on privileged 


Such moves make it 
easier to revive an ECJ 
restructuring package 
frozen by the European 
Commission almost three 
years ago because of 
political interference 
in Olympic's management 
and a dispute over 
subsidies. 

Olympic is seeking a 
Dr 35 bn capital injection 
and Commission approval 
of state guarantees for 
S3 75m in loans to renew Its 
fleet The airline placed 
orders last year for aircraft 
worth Slbn but has not yet 
arranged a financing 
package. 

“The new aircraft are 
urgently needed,” says the 
Olympic executive. “We 
operate the oldest fleet In 
Europe, and omr 
maintenance costs are 
much too high. The 
technical staff have to work 
overtime year-round to 
keep the aircraft flying.” 

Competition is 
Intensifying on profitable 
domestic routes as small 
private Greek carriers 


expand their services. The 
deregulation of domestic 
flights on July i opens the 
way for international 
airlines, including low-cost 
carriers, to operate 
scheduled flights from 
European cities, to the 
Aegean island*. 

Yet. despite its problems. 
Olympic is still the 
first-choice carrier for 
travellers from eastern 
Mediterranean countries. It 
also has an extensive 
network of routes to the 
Balkan countries, where 
competition from local and 
central European carriers is 
still weak. 

If Olympic manages to 
break-even over the tourist 
season and secure Ell 
approval for Us financing 
package It will start 
looking around for a 
strategic partner. But 
unless its managers can 
make peace with the pilots, 
few international airlines 
would be interested in 
forming an alliance. 


Kerin Hope 


UK TRAVEL INSURANCE • by Clare Gascoigne 
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There's plenty of 
competition, but 
fraud will help 
pushup UK 
policy rates 

It’s a funny old world. Lose 
your watch down the back of 
a cosy chair and you forget 
about it. Lose it on a 
Spanish beach and it 
magically transmogrifies 
into a Rolex. 

“Interestingly, ft’s always 
the most valuable and 
expensive things that seem 
to get lost an holiday,” says 
Suzanne Moore, of the 
-Association of British 
Insurers (ABI). - 

Policyholders who are 
economical with the truth 
cost the UK travel Insurance 
industry about £50m a year 
- too much for a market 
whose annual pre miums 
only total about £450m to 
£500m. And with the 
summer holiday market now 
getting into foil swing, ABI 
members are planning a 
crackdown on fraud, with 
tougher chec ks to find. the 
multiple claims and 
mythical hospitals of the 
insurance dal itl 

Fraud may be currently 
high on the agenda, but the 
travel insurance industry 
faces deeper-rooted 
problems. 

“The market is very, very 
soft at the moment.” says 
Sarah Joannides, marketing' 
manager at Home & Over- 
seas, the travel aim of Eagle 
Star. “There are a lot of new 

underwriters. The only cer- 

tainty is that rates are going . iftei on the stapes, but does you- your poBcy cover sW-ing? 
to go op at some stage in the 



next 12 to 13 months.” 

Competition is certainly 
fierce. Travel insurance is 
available from a plethora of 
sources: through your travel . 
agent, from your bank, via a 
direct sells:, as a pork added 
on to your credit card. You 
can even buy it off the shrff 
on the high street, with 
some stores offering travel 
policies over the counter. 

“Consumers will have a 
field day with cheap rates, 
but there is a danger that 
some of the smsHm - compa- 
nies will go bust,” says Ms 
Joannides. 

Travel agents and tour 
operators still take the lion’s 
share of the travel market, 
accounting for some 60 per- 
cent. Such dominance is 
more the result of consumer 
apathy than a measure of 
the excellence of the policies; 
not that the policies are nec- 
essarily poor quality, but 
they are probably over- 
priced. 

Part of that overpricing 
stems from an historical 
inconsistency that was 
sorted out in the UK govern- 
ment’s last Budget. Insur- 


ance premium tax is cur- 
rently charged at 4 per cent 
on policies sold by direct 
sellers, brokers and the 
banks, but at 17.5 per cent 
on policies sold through 
travel agents and tour opera- 
tors. This will be evened out 
on August l, after which 
everyone will pay at 17.5 per 
cent - a decision that caused 
much anger within the 
Industry. 

The implication is that 
travel insurance Is a luxury 

- whereas we would argue 
that it is not, particularly if 
you are travelling in the 
US,”. says Me Joannides. 

Few of us (albeit a grow- 
ing number) are sufficiently 
clued up to take out an 
annual policy - despite such 
policies often working out 
much cheaper, especially if 
you take two or three trips a 
year. Most of us don't even 
think aboot what is 
admittedly an unexciting 
subject until we are writing 
out the cheque for the 
fortnight in the Maldives 

- and 20 per cent of us don’t 
think about it at aU, 

The travel business has 


also managed to hook in con- 
sumers by linking dis- 
counted holidays to the com- 
pulsory ; purchase or 
insurance - a practice which 
has been condemned by the 
UK Monopolies and Mergers 
Commission, and may yet be 
outlawed. Sometimes it is 
worth paying the extra and 
finding your own Insurance 
through a broker or direct 
seller. 

"People are much more 
aware of the. need to shop 


around." says Ms Moure 
“The market is more fluid." 

However, there is no deny- 
ing the huge advantage the 
travel business has; just as 
mortgage lenders art* \\\ pole 
position to sell household 
insurance, so travel agents 
are the perfect channel m 
sell travel insurance. Until 
the consumer wises up and 
gets canny, the travel busi- 
ness will continue tu make 
healthy profits from travel 
insurance. 

The policies on offer may 
suit your needs down tu Ihe 
ground, but you do need ro 
watch out when buying a 
standard, off-the-shelf policy. 
Many will not cover 
activities considered 
dangerous. such as 
water-skiing or scuba-diving 
- even safari holidays 
could need special cover. 

If you are travelling in the 
US or Canada, check that 
your medical expenses anil 
personal liability cover ts 
high enough: you should 
have about £2m worth of 
cover for each. 

Given the competitive 
nature of financial services 
at the moment, you may end 
up paying twice for cover; 
baggage, for example, may 
well be covered through 
your household contents pol- 
icy, If it is an all-risks policy. 
C&G household insurance 
include stravel as standard. 

Finding modular cover to 
build your own policy can be 
done, although it may 
involve leg-work; mosi travel 
insurance policies are pretty 
standard. And Ms Joannides 
warns that taking baggage 
cover off a travel policy may 
not save you a great deal - 
typically about 10 per cent. 

Interestingly, if you are 
covered under two policies 
and do make a claim, tbo 
industry has agreed that 
both insurers will share the 
cost of the claim - so you 
may find your travel insurer 
wants to know the name of 
your household insurer. Bui 
if you claim on your travel 
policy, your household pol- 
icy, whether premiums nr 
no-claims bonus, is unaf- 
fected. 


The Business of Travel 

quarterly review of the business travel spetnr 
10 1998. Topics planned include: ^ 

***: Minibars. Branding. Asian hotels. Health clubs, 
■nanagemenfc The euro and you. Intranets. 
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CURRENCY MOVEMENTS . bv Rrvicar Bray 


Strong sterling still 
making its mark 


Not only is the 
number of visitors 
to the UK down, 
spending patterns 
are changing 

For those who earn a living 
from visitors to Britain, the 
^ strong pound is a 
•* smouldering fhse. Will it 
fizzle out, or will it touch off 
a blast powerful enough to 
blow away the industry’s 
recent Impressive gains? 

Widespread optimism 
persists among hoteliers and 
others at the sharp end of 
the business that sterling's 
buoyancy will cause little 
damage *• and certainly not 
this year. 

Others are less sanguine, 
pointing out that it Is 
beginning to have an impact 
already. There are signs, for 
example, that foreign 
visitors are doing less 
shopping. 

In the first three months 
of this year the number of 
■visitors arriving in the UK 
feD by 7 per cent compared 
with the same period of 1997. 
j T There were 10 per cent fewer 
r Europeans, though industry 
sources suggest that the 
French market was down by 
significantly more and that 
arrivals from the Middle 


East, Africa and Asia 
dropped by 12 per ant 

These statistics should hot 
be taken entirely 'at face 
value. Several percentage 
points must be lopped off the 
figures because Easter was 
in April, whereas last year it 
was in March. The Call in 
tourism from parts of Asia 
has more to do with ailing 
economies and plummeting 
currencies there than n ba<. 
with tiie rise of sterling, and 
arrivals from the USL- rose 
sharply during the quarter. 

Despite these 

qualifications, however; the 
overall downturn “ is' 
ominous. David Quarmby. 
chairman of the British 
Tourist Authority (BTA), 
says: “A 10 per cent increase 
in the value of the pound 
against other currencies "can 
lose £l-5bn of revenue fir cm 
overseas visitors and 50,000 
tourism jobs - althou gh the 
full effect can take 18 
months to work through." 

The BTA still predicts 
that, overall, the number of 
tourists visiting the UK Will 
increase by 3 per cent this 
year from the 1997 total ’of 
26.2m. It believes business 
from Europe will be up 2 per 
cent despite everything, and 
that from across the Atlantic 
- including Central and 
South America - it will rise 


by ll per cent 

Its bullishness is backed 
by the British Hospitality 
Association, Jeremy Logie, 
that organisation’s chief 
executive, says: “The' 
number of foreign guests’ 
may be dcrwn a little bit but 
there is no sign of a 
significant shortfall. Some 
visitors are cutting the 
length of their stay, but 
there , is no indication that 
they are trading down to 
cheaper accommodation. 
Room rates are holding up 
well" 

However, the British 
Incoming Tour Operators’ 
Association (BITOA), whose 
310 members han dle around 
40 per cent of all arrivals 
from abroad, is much more 
pessimistic. 

“We forecast a 6 per cent 
fall overall” says chief exec- 
utive Richard Tobias, 
“which works out at just 
under 1m tourists and repre- 
sents about £50Qm o£ spend. 
"And we reckon our figures 
are more accurate than the 
BTA's, which include day 
visitors, who made up nearly 
lj> per cent of last year’s 
total 

“So far western Europe is 
showing the biggest drop of 
the lot Asian markets are 
down by around 30 per cent 
but you have to be careful 


with that figure because 
arrivals from some countries 
are more depressed than 
from others. For example, 
Singapore and Hong Kong 
are holding up quite well; 
Thailand is not? 

How is all this affecting 
the UK industry? BITOA 
members say tourists are 
typically visiting three 
attractions - such as theme 
parks - where last year they 
; might have taken in four. 
;And they dispute the British 
'Hospitality Association’s 
- claim, insisting that while 
five-star hotels have 
remained relatively immune, 
travellers on tighter budgets 
are staying in three-star, 
rather than four-star hotels. 

Though sterling has fallen 
a littft from recent dizzy 
heights, logic suggests 
BITOA is right to be cau- 
tious.' A vivid illustration of 
the currency impact on hotel 
prices comes from a report 
just published by manage- 
ment. Consultants Pennell 
Kerr 'Roister. It shows that 
while average achieved rates 
In London - the amount 
guests paid rather than the 
publish grates - rose by 9.8 
per cenf.ip sterling terms 
but by 32.6 per cent if calcu- 
lated in D-Marks. 

Pamela Webber, economist 
at the British Retail Censor- 

. b 



London's Oxford Street continues to a ttr a c t hordes of shoppers, but many towns and cities ere feeling the pinch 


tium, says: “The strength of 
sterling is definitely having 
an impact The major stores 
in London are telling os this, 
and VAT reclaims by tour- 
ists are down. 

“It is also having an 
impact in other tourist 
areas, such as York and Can- 
terbury. The tourists are still 
coming to London- but they 
must be sightseeing rather 
than shopping.” 

The contention that cur- 
rency fluctuations have a 
delayed reaction is borne out 
by last year's figures. Four 


per cent more tourists came 
in defiance of the fact that 
sterling strengthened by IT 
per cent against a basket of 
currencies commonly used 
by the Bank of England . And 
they spent a total of £12£bn, 
a rise of 3 per cent on the 
previous year. 

BTA economist Chandra 
Sonpaul says: “Sometimes it 
takes time to sink in that a 
country is becoming more or 
less expensive. The impact 
on short-haul travel can be 
quite quick. The French 
market, for example, can 


make instant decisions to 
come here and do some 
shopping. But with the long- 
haul market it can take lon- 
ger.” 

It is some compensation 
for the UK domestic travel 
industry that the pound has 
not appreciated as strongly 
against the US dollar ns it 
has against some European 
currencies. The dollar's aver- 
age value against sterling 
last year was l.&l. compared 
with 1.56 the previous year. 
And while it has risen to 
around the 1.70 in recent 


months, its level now is little 
different from lost summer's. 

Mr Sonpaul docs not 
believe that is enough to 
deter travellers. “In my opin- 
ion the variation would have 
to be anything between 15 
and 20 per cent over a 
medium to long period to 
make any significant differ- 
ence”. 

If he is right, the crucial 
issue for Britain's Luurism 
industry will not simply be 
sterling's current flight level 
but how long it can maintain 
altitude. 



flat only does national tourism satefflt* accounting measure spe nd i n g $y visitors on travel services such as accommodation and 
transport, but it also measures ratal purchases by tourists of goods*** as cameras, fuel, toothpaste and sun hats comosy mrc 
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SATELLITE ACCOUNTING • by Marian Edmunds 


Trying 


Measuring the 
real worth of 
tourism may lead 
to more accurate 
planning 

The World Travel and 
Tourism Council (WTTC) 
estimates that tourism and 
general travel accounted for 
per cent of worldwide 
vross domestic product in 
1996, and this figure is pre- 
dicted to rise to 11.5 per cent 
by 2006. 

Exact figures are difficult 
to come by, however, as 
most governments do not 
use the same rigorous 
accounting methods they 
use for other industries. Nor 
do traditional methods from 
the demand side penetrate 
the inter-activity between 
tourism and non-tourism 

economic activities. 

Hie World Tourism Organ- 
isation (WTO), the WTTC, 

and the Organisation for 
Economic Co-operation and 
Development (OECD) are all 
proponents of the Tourism 
Satellite Account (TSA), a 

t iethod similar to that used 
y other industries which 
reconciles the demand 
approach (spending by visi- 
tors or on their behalf) and 
the supply approach. 

The TSA measures tour- 
ism-related economic activ- 
ity and determines what per- 
centage of each industry 
comprises tourism. For 
instance, tourism will farm a 
high percentage of the 
account for hotels but res- 
taurants might have a 
smaller percentage if they 
are used predominantly by 
local residents. 

“TSA is the only way to 
have an overall view of tour- 
ism’s impact on the economy 
on an equal footing with 
other areas of household 
feisumption,” says Enzo 
ffcd. chief oF statistics, eco- 
nomic analysis and market 
research for the WTO- 
A draft TSA has been sub- 
mitted hv WTO to the United 


Nations to measure its com 
s istency with the UN system 
of national accounts. 

The WTO has also helped 
the Dominican Republic to 
launch its TSA. Since imple- 
mentation. that nation’s 
measurement of tourism’s 
contribution to GDP has 
risen from 7 to 17 per cent 

While the WTO. the WTTC 
and the OECD are united, in 
their support of TSA, they 
differ in some details. “The 
WTTC's TSA method can be 
considered as an extension 
of the basic system of the 
accounts,” says Mr Pact 

The WTO hosted a meet- 
ing at its Madrid headquar- 
ters in March at which 25 
countries and representa- 
tives from leading industry 
groups associations and the 
OECD and WTTC attempted 
to unite their aims. J 

“It is a kind of marriage.” instance, 
or interface, of the public 
and private sector.": say^ 

Geoffrey Lipman, president 
of the WTTC. “Had ir been 
left just to the public sector, 
the nature and form of the 
satellite account would have 
been quite different and 
would not have brought out 
some of the things which we 
believe are important “That 
would have missed the flow- 
through effect where an ele- 
ment of GDP is driven by 
consumer demand for a 
travel product” he says. ' 

“It is easy to prescribe the 
satellite account for those 
things you feel yoq can con- 
trol but then you=miss out 
on some of the real impacts. 
P olic ymakers from; the frans- 
port sector will not look 1 seri- 
ously at figures- if they 
exclude things which are rel- 
evant to them,” 1® says. 

The WTTC. a global coali- 
tion at about 70 *hlef execu- 
tive officers in the travel and 
tourism industries* has 
invested $2m to the past 
eight years to work with 
WEFA, a world-renowned 
economic forecasting com- 
pany. on an Interim system 
to stimulate satellite 
accounting. 


The WTTC has also pub- 
lished educational brochures 
on TSA. The contribution of 
travel and tourism to GDP 
and employment is recorded 
under consumer or visitor 
spending; government 
spending to provide services 
to visitors and travel compa- 
nies; capital investment in 
infrastructure and facilities; 
and foreign trade. Tourism 
does not currently fall 
within any of the designated 
industrial classifications 
used to gather data for GDP, 
although it does figure in 
balance of payment calcula- 
tions. 

Some nations are well 
advanced with TSA; Canada 
introduced an account in 
1994 and is now able to 
break down the impact of 
tourism on various sectors. 
It has determined, for 
that air travel 


tauranl era the other side of 
a city? „ 

The second is that the sat- 
ellite aqcount should be 
applicable. to all countries, 
and that it ‘should be as con- 
sistent as posable with the 
UN system of national 
account^ 

TSA win be discussed at 
the World Conference cm the 
Measurement of the Eco- 
nomic impact of Tourism to 
be held jin France next year. 

If progress is made, many 
of the oddities thrown up by 
the current demand-side 
research techniques which 
exclutjpd entire facets of 
tourism activity may be 
tackled. In the 1995 UK tour- 
ism ,survey. (Office of 
Natiqhal Statistics) 13 per 
cent pf holidaymakers said 
they yisited museums and 4 
per cent watched sport, but 
as many as 60 per cent bad 


accounts for 20 per cent of no activity listed That does 
the total tourism expendi- ‘not mean they are all couch 


tune while travel by car fol- 
lows closely behind at 17 per 
cent 

Mexico is preparing to 
launch a TSA within a year 
and several countries includ- 
ing the US and the UK have 
undertaken assessment pro- 
grammes. 

Egypt’s satellite account- 
ing working group has 
already changed some of its 
procedures for measuring 


potatoes. 

. According to Dr Andrew 

Church and Dr Paul Bull, 
lecturers in geography at 
Bfrkbeck College, London, 
who are researching the eco- 
nomic and employment 
impacts of tourism in Lon- 
don, “those visitors... shop, 
eat, drink and see friends” 
.activities not mentioned in 
the survey. “Measuring fig- 
ures far tourism in London 


arrivals with Egyptians is' currently complicated by 
residing abroad counted as the fact that we know very 


tourists when they visit the 
country. 

Start-up coats for a TSA 
can be high, but less so for 
countries with sophisticated 
means of gathering statis- 
tics, such as the UK. 

To implement a TSA two 
basic principles must be 
decided, says Mr Francesco 
FrangiallL secretary-general 


little about tourist itiner- 
- aries. Although we have 
some idea of visitor attrac- 
tions, we know very little 
about where visitors spend 
money at places in 
between," they say. 

TSA can go some way 
towards filling the gaps. 
"Cities like London, Paris 
and New York are some of 


of the World Tourism Organ- the world's most significant 
isation which has put TSA tourist destinations and 
as the top of its agenda far ' identifying the impact of 
the nwiing year. The first Is. tourism, given the complex 


to agree on the universal' 
definition of a tourist Is iT 
someone who stays outside 
their normal environment or 
is it someone visiting a res- 


relationships with other city 
activities, might be difficult 
to measure even with satel- 
lite accounting." say Dr 
Church and Dr Bull 


THE ENVIRONMENT • by Marian Edmunds 


Juggling the 


demands 


There are doubts 
whether WTO’s 
new code of 
ethics will carry 
sufficient clout 

The tourist is a demanding 
species. He sees two palm 
trees in front of an azure sea 
in a glossy brochure and 
expects nothing less than 
paradise - at a knockdown 
price. But holiday 
destinations are not paradise 
- they are just places other 
people call home. 

Attempting to satisfy 
those demands while 
meeting the environmental, 
social and economic needs 
and rights of the host 
community is a juggling act 
for any local authority. And 
knowing how to find 
environmentally-responsible 
tour operators is also 
challenging. 

Consequently, the World 
Tourism Organisation 
(WTO), an inter- 
governmental body under 
the auspices of the UN is 
preparing an international 
code of ethics for tourism to 
set out the responsibilities of 
all participants in the 
industry. 

Although iL will not be 
binding, the code will be 
monitored. “It is the first 
public campaign directed by 
WTO at the general public,” 
says Henryk Hadszuh, the 
WTO’s chief of quality of 
tourism development 

The move has generally 
been welcomed but there are 
doubts that it wiD provide a 
mechanism for change. 
Tourism Concern, a British 
network for people with an 
active concern for tourism's 
impact on communities and 
environment, is sceptical 
about tbe credentials of 
some participants. 


“The committee for the 
preparation of the code 
currently includes Iran. 
Algeria. Egypt, Brazil, 
Portugal and Malaysia - 
some of whom have 
deplorable human rights 
records, only three of whom 
are major tourist-receiving 
countries, and none of whom 
are major tourism sending 
countries," says Tourism 
Concern in its recently 
report. Tourism and Human 
Rights. 

The report describes 
several tourism activities 
which flout the Universal 
Declaration of Human 
Rights by denying the local 
community access to then- 
natural resources. At a 
holiday resort in Goa, for 
instance, water is piped to 
the hotel while villagers are 
forced to rely on well water. 

There is an increasing 
demand for tourism as a 
commodity to be fairly 
traded. Less than one-third 
of the money spent by 
foreign tourists on their 
holidays finds its way into 
the local economy. 
Consequently there is little 
reward, or even 
compensation, for 
environmental and other 
impacts of tourism. 

But wealthy nations also 
need to ensure that their 
tourism activities are sus- 
tainable at a local level and 
they, too. need to protect 
their natural resources and 
cultures. The UK has been 
criticised for focusing on 
attracting inbound tourists 
while under-investing on the 
supply side. Recently, how- 
ever, the department for cul- 
ture. media and sport, under 
whose remit tourism falls, 
published a consultation 
document calling for views 
on sustainable tourism 
development 

All too often, however , 


environmental issues are 
ignored until a problem 
becomes too big to ignore. 
Mallorca, one of Europe's top 
package tour destinations, 
was made to rethink its 
strategy when its water sup- 
ply diminished to a trickle in 
1994. 

The local supply had 
become salty and the island- 
ers and visitors alike had to 
rely on shipments of water 
from Barcelona. A desalina- 
tion plant opening at tbe end 
of this year will solve the- 
mes* pressing problem but 
new policies have evolved 
from the crisis. 

In Calvia, a district of 
30,000 people on the island 
which attracts U2m visitors 
annually, high-rise hotels 
built hastily in the resorts of 
Magaluf and Palma Nova in 
the 1960s and 70s are being 
upgraded or compulsorily 
purchased then destroyed 
and replaced by green areas. 
From a crisis four years ago. 
Calvia was recently com- 
mended in the European 
Sustainable City awards for 
successfully combining ecol- 
ogy with tourism. 

New zoning laws prevent 
farther development, and 
tbe entire island has intro- 
duced the Law of Golf which 
allows only waste water to 
be used on courses. 

So far, however, the most 
conspicuous campaigns to 
improve the environmental 
performance of tourism have 
arisen in the private sector. 
But are these programmes 
devised far altruistic reasons 
or as a public relations tool? 

Geoffrey Lipman. presi- 
dent of the World Travel and 
Tourism Council, a global 
coalition of industry chief 
executive officers, believes 
that sustainable ideals must 
be put at the core of plan- 
ning to “position the indus- 
try where it can control its 


own destiny”. The WTTC 
and Green Globe, its envi- 
ronmental management 
body, have set up a certifica- 
tion programme. It is 
designed and operated by 
Socjete Generate de Surveil- 
lance (SGS), a large interna- 
tional testing, inspection and 
verification organisation. 

SGS has certified more 
than 15.000 organisations 
against ISO 9000 Quality 
Management Standard in the 
past decade, and more than 
300 organisations against the 
new ISO 14000 Environmen- 
tal Management Standards. 
With the WTTC and Green 
Globe. SGS Is testing the 
programme in the Carib- 
bean, one of the world's 
most intensive tourism desti- 
nations. 

Tbe WTTC has invested 
Sim in support of its Agenda 
21 goals for travel and tour- 
ism but. says Mr Lipman. 
"you can't prescribe any- 
thing”. 

It appears, however, that 
suppliers and customers are 
increasingly taking steps 
themselves. In a survey or 
200 guests taken at the Scan- 
dic eco-hotel in Sjolyst, Nor- 
way, 49 per cent said that 
tbe hotel's eco-friendly 
nature had influenced their 
initial decision to stay. 

In the business travel sec- 
tor. where tbe profit margins 
are greater, the UK Institute 
of Travel Management, 
which includes 400 buyers 
and 200 suppliers, is working 
with Tourism Concern to 
find tools to ensure that 
business traveller may con- 
tract environmentally-sound 
products. By providing a 
mechanism for identifying 
suppliers of travel who are 
committed to environmental 
improvement, the likelihood 
is that better standards will 
be encouraged industry- 
wide. 



OPEN DOORS. OPEN HEARTS. OPEN MINDS. I 'is i tors tv Hungary 1 
experience friendliness and cordial hospitality all along, also when paying a visit to 
the country's legendary spas. Hungary is tbe richest country in tbe itniid. . at least 
in terms of thermal springs. Ji was tbe water of these that the Byzantine empress liked 
to sip. many monarch took soothing baths in and that made patricians uf ancient 
Rome and Turkish pashas come on pilgrimage to this land. The health-seeking travellers of today arc 
awaited by hundreds of tberttial springs and baths - including a coitple of marvellous monuments from 
Turkish tittles. However, one needs not be ill to enjoy the henejlts of these waters. If you wish to prvscne your 
health, desire a beauty treatment or simply seek recreation, come and enjoy the relaxing floating in the 
smoothly stroking thermal water -as uvil OS heartfelt Hungarian hospitality. 

Would you believe that Hungary is the richest country in the world? 
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Renaissance 


Person expects a 


hotel stay to 


be a reward in 


experience 


(Earning points is a good start 


don’t you think?) 



4 


UNTIL 



Now you can earn Marriott Rewards 4 " points toward free holidays at participating Renaissance Hotels and 


Resorts worldwide. It’s just one of the ways we try to make your stay at a Renaissance truly special. 


^Jft amOtfREWA R D S ’ 


You see, we take guest satisfaction very, very seriously. It's the essence of 


ISSO 


P I 

J 


1 


Renaissance Hospitality. 4 " it means if you make a request, it is graciously attended to. No master what. At Renaissance hotels/ 


1 

you’ll enjoy superb dining, comfortable accommodation and a warm, inviting atmosphere. 


i • • r 

At over 70 locations in 23 countries. And now you earn Marriott Rewards 5 " points at participating Renaissance Hotels and Resorts worldwide. 

V 




A Renaissance experience is always a rewarding one. Now, more than ever. ^ 

n 

It's time foi a Renaissance. t | 





RENAISSANCE. 

HpTfiLS AND RESORTS 


For reservations and information: Asia: Australia: 1 80p 222 431 New Zeeland: 0 800 441111 Hong Kong: 2525 9966 Indonesia: 001 800 852 2434 Tokyo: 81 3 5405 1511 Japan: 0120 222 332 Malaysia: ^gOO i?Q6 Singapore: 800 852 3124 South Korea 
0078 852 1 2436 Taiwan: OSOQ 85 5316 Thailand: 001 800 852 2435 Europe: Austria: 0800 201 386 Israel: 177 4404475 Spain: 900 98 89 17 Portugal: 0505 44 11 07 England; 0800-181737 Ireland: 1800.2|262}|switzerland: 155 . 26^ Sweden ■ o?0 795107 
Denmark: 800-10113 Norway: 800-11022 Finland: 9800-14423 Germany: 0130-812340 France: 0590-6540 Belgium: 0800-13219 Netherlands: 06-0227337 Italy: 1678-72090 Hungary: 00800-11914 Luxembourg: 0800-227QVnfernifr renaissanceho5eJs.com 





* m 


Rwninance Locations: Aaa-ftcflfc China; Hong Kong (2) • India: Goa • Japan: Gifu, Naruto, Okinawa, Sapporo, Tokyo ■ Korea: Seoul • Malaysia: Kuala Lumpur {2), Melaka. Sandakan ■ Myanmar: Yangon • Philippines: Manila •Vietnam Saigm (2) • United Arab Emirates: Dubai • 
Australia: Sydney • Europe: Austria: Vienna (2). Salzburg ■ Czech Republic: Prague • France: Pans • Germany; Chemnitz, Dusseldorf. Hamburg, Heideftxirg, Karlsruhe, Cologne. Leipzig, 'Munich • Russia: Moscow • Switzerland- Zurch • 
The Netherlands: Amsterdam • United Kingdom: London * Turkey: Antalya, Istanbul • Middle Eask Egypt: Alexandra • Israel: Jerusalem • Mm America-. Arizona: Scottsdale • California: Indian Wells. Long Beach, Los Angeles. San Francisco (2) • Colorado: Denver ■ Washington D C (21 
• Florida: Orlando (21, Si Petersburg • Georgia: Atlanta (3). lake lamer • Hawaii: Maui * Illinois: Chicago. Oak Bmok, Springfield • Maryland: Baltimore ■ Massachusetts: Boston * Missouri: St Louis • New York: New York, White Plains • Ohio: Cleveland • Tennessee: Nashville * 
Texas: Austin, Dallas 12). Houston • Washington: Seattle » Canada: Bribsh Columbia: Vancouver « Ontario: Niagara Falls ■ Soti& America: Brazil: Sao Paulo • Caribbean: Dominican Republic: Santo Domingo * Grenada: St. GeorgB's • Jamaica: Ocho Rios • U.S. Virgin Islands; St Thomas 
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Two of the big four integrators now have 
post offices as owners or large minority 
shareholders. Charles Batchelor reports 

The postmen 
have rung twice 


The flotation later this 1 
month of TNT Post Group t 
will create the world’s first i 
listed postal company and j 
confirm the transformation ’ 
of the traditional state- 1 
owned post offices into 
broadly based express deliv- i 
ery businesses. 

Few observers of the par- 
cels industry would have 
guessed five years ago that 
the cossetted state postal 
monopolies would be able to 
reinvent themselves as pow- 
erful players in one of the 
most competitive areas of 
the services sector. 

Yet two of the four “inte- 
grators”, the internationally 
active courier groups which 
have made the running over 
the past two decades, now 
have post offices as owners 
or large minority sharehold- 
ers. 

Deutsche Post, the Ger- 
man post office, acquired a 
yps per cent stake in DHL in 
March, with an option on a 
further per cent Mean- 
while KPN. the privatised 
Dutch postal and telecom- 
munications group, has been 
working on the listing of its 
non-telecoms activities since 
acquiring TNT in October 
1996 

The two US-based integra- 
tors, FedEx and UPS, have 
remained outside the fray, 
though FedEx has sought 
expansion through the 
acquisition last October for 
*234bn of Caliber System, a 
US package carrier and con- 
4 , tract logistics group, 
f The links that are being 
forged allow the post offices 
to combine their national 
parcels networks with the 
international delivery 
systems developed by the 
integrators. • _ • 

Deutsche Post will market 


DHL's air-based overnight i 
service through its 15.000 1 
post offices and give DHL i 
access to the road based net- i 
work for "deferred” - two to i 
three day - deliveries. J 

They also allow the post i 
offices to Invest the strong 
cash Dow generated by their 
mature mail businesses in 
the more exciting areas of 
express deliveries and logis- 
tics. 

For the time being, 
though, the UK Post Office is 
not au equal player in these 
international markets. For a 
country which led the priva- 
tisation drive in so many 
other areas, Britain has been 
slow to take a decision on 
the future of its state-owned 
Post Office and of Parcel- 
force, ' its express parcels 
arm. 

A government- commis- 
sioned review of the future 
of the Post Office is not 
expected to produce its find- 
ings until the Autumn. 
Kevin Williams, managing 
director of Parcelforce. 
draws comfort from the feet 
♦ha t the brief is to look at 
“how" to give the Post Offiqp 
commercial freedom rather 
than “whether". 

Parcelforce’ s competitors 
accuse the Post Office of 
cross-subsidising the heavily 
loss-making parcels com- 
; pany. They say that with 24 
per cent of the UK market, 
which makes it the largest 
l player, it already has all the, 
. commercial freedom "it 
needs. But Mr Williams says 
r government controls mean 
; he is unable to fOnn joint 
1 ventures with business part- 
» nere or make acquisitions; 
f “We are not at the feast 
t We are the spectre hoveitag 

. over tt,- he says. ■Hw puttie 

t sector rules mean he is 
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nnahte to raise outside funds j 
for expansion or pay Ms staff 
competitive rates. In the 
meantime, foreign compete.- 
tors, which are able to 
cement alliances, set up I 
offices in the UK to grab a 
share of the market 
Th e limits' imposed on the 
amounts Parcelforce can 
invest mean it is unable to 
take equity stakes in other 
companies. But it has con- 
tractual Knits with 16 private 
sector partners in continen- 
tal Europe. 

International partnerships 
have been the traditional 
means by which national 
companies expand beyond 
their borders. But, because 
there is typically no 
exchange of equity stakes, 
these alliances have come 
under threat from the more 
acquisitive groups. 

When Belgian Parcel was 
acquired by Deutsche Post, 
this left the General Parcel 
alliance with no Belgian 
member to service the net- 
work. though a replacement, 
ABX. was quickly found. 
Some of the alliances are 
attempting to set up cross- 
equity shareholdings to pre- 
vent gaps appearing in their 
nkworks. 

Despite the rapid growth 
of the past few years, the 
parcels sector still has con- 
, siderable potential, even if 
some of the more mature 

■ domestic markets, such as 

■ the UK. show signs of slow- 
ing. 

i Alan Jones, chief execu- 
i tive of TNT UK, rites the 
t recent example of a mislaid 
- hologram - intended to 
deter counterfeiting of the 
new euro currency bank - 
j notes - as a powerful axgur 
s meat for. the door-to-door 
s delivery industry. 
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The hologram disappeared 
at the beginning of May after 
being taken to be loaded on 
to an Air France flight from 
Paris Roissy airport to 
Munich by a security com- 
pany. The package, was due 
to travel unaccompanied in 


the aircraft's hold. Compa- 
nies like TNT and the other 
“integrators", which, take 
responsibility for every stage 
of a shipment are in a better 
position to provide 
door-to-door- control and reli- 
ability, says Mr 'Jones. 




Factors di ning continued 
growth include the fact that 
businesses worldwide 
remain keen to outsource 
their distribution systems to 
capture the economies of 
scale that an in-house opera- 
tion often cannot bring. 








k- ^ A 


The growing need to 
reduce stock levels has 
forced industry to embrace 
just-in-time techniques that 
require efficient, guaranteed 
delivery of components. 

As industry becomes more 
global, companies depend- 


Uierwasuigly on the interna- 
tiunal shipment of parts and 
documents. Meanwhile, 
political changes in central 
and eastern Europe, and the 
progressive removal of trade 

..CONTINUED ON PAGE 2 



UNTIL OTHERDEUVERY COMPANIES 
HAVE A TRACKING SYSTEM 

AS SOnSSaXTED AS OURS, YOU'LL JUST 

HAVE TO TRUST THEM. 


Once an important package leaves year hands, 
about all you can do is keep yourfinprs crossed. 
Unless of course you've made the e^eedingfy 
wise decision of sending your package UPS. 

You see, only UPS offers you fie security of 
Total Trad » a highly-sophisticfted computerised 

package tracking system that fordtors the 

progress of your 
package from its 
point of origin all 

the way to its 
destination. Here's haw 

it works. YoukUPS dfioer now carries a hand- 


held computer to electronically fycord critical 

* 

information about the 
status of your package. 

Throughout the day the 
information is auto- 
matically downloaded 
from his vehicle to the 
UPS mainframe. 

Using UPS Online m 
Tracking software (or the Internet), you can 
access that information on your PC within 
minutes . You. can determine the whereabouts of 
your package at any point along the delivery 



route or confirm delivery including the exact 
time and the name of the person who signed for 
it. This unique technology is so advanced, it 
even allows you t o view the actual signature of 

the recipient. 

So why hand your next important package to 

just any delivery 
company and hope 

''tige&'tthmit's. 

going? When you 
can trust it to the 
one that knows 
where it is every step of the way. UPS. 


iUDS 1 


Consider it done. 


For more 


UPS jo easy 


and so reliable, visil our vabste a* www.ups.com or cafl your Wd UPS office. 
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2 COURIER AND EXPRESS SERVICES 


GH AIR EXPRESS • by Phillip Hastings 



Dogfight intensifies in booming air cargo sector 


Airlines fight 
traditional market 
giants for a slice 
of rapidly growing 
business 

Airlines are stepping up 
their efforts to carve out a 
share of the international air 
express market One of the 
world's leading scheduled 
airline cargo carriers, Luft- 
hansa. for example, recently 
introduced a complete new 
range of time-definite prod- 
ucts that include two levels 
of express' service. 

Such moves are being 
encouraged by surveys of 
future global air cargo indus- 
try prospects, which contin- 
ually highlight the big 
potential for growth in 
express traffic. 

Late last year, for 
instance. David Pierce, 
chairman of The Interna- 
tional Air Cargo Associa- 
tion's (T1ACA) research and 
development committee, pre- 
dicted the express sector 
would increase its current 


share of the world air cargo 
market from around € per 
cent to 40 per cent by 2016. 
That expansion, he added, 
would be achieved during a 
period when the world air 
cargo market as a whole was 
likely to triple- 

Mr Pierce, who is also 
regional director marketing- 
cargo revenue analysis for 
Boeing Commercial Airplane 
Group, said development of 
the international express 
market was following a simi- 
lar pattern to that uf the US. 
There, the express share of 
the overall domestic air 
cargo market bad grown 
from virtually' zero 20 years 
ago to account now for more 
than 60 per cent. 

In the past, continued Mr 
Pierce, shippers had only 
used air cargo in an emer- 
gency. “Today, it is on inte- 
gral element of the distribu- 
tion channel Customers use 
air for sound business deri- 
sions. This is the basis for 
increasing change in the 
industry." he said. “The cus- 
tomer now realises the 
importance of efficient distri- 


bution channels and is 
directly involved in design- 
ing and creating their 
future. Shippers have begun 
to outsource parts of the 
logistics process and are 
focusing on making time-def- 
inite service more impor- 
tant" As in the US. where 
Federal Express, United Par- 
cel Service and DHL made 
much of the running when it 
came to developing air 
express operations, the big 
integrators have set the pace 
in terms of global air express 
service expansion. Together 
with Netherlands-based TNT 
(now owned by KPN1, they 
very much stole a march on 
the airlines during the 1980s 
and early 1990s and quickly 
won a major share of the 
premium end of the air 
cargo market 
Over the past few years, 
though, the airlines and 
their traditional industry 
partners, the freight for- 
warders, have fought back 
with new express service 
developments of their own. 
Potentially one of the most 
si gnificant of such develop- 


ments in that context is a 
new product portfolio 
launched by German carrier 
Lufthansa Cargo in April. 
This moves away from the 
airline industry's traditional 
use of specific flight num- 
bers for freight bookings to 
focus on guaranteed transit 
times. That change will 
apply to both standard cargo 
and express shipments. 

That new product range, 
which is now being progres- 
sively rolled out around 
Lufthansa Cargo's global 
route network, comprises 
td-Pro - a service {or stan- 
dard cargo; ttLX - an entry 
level express service; and 
td.Flash - a premium 
express service. Shippers, 
who have long been urging 
the traditional air cargo 
industry to move more 
towards time-definite prod- 
ucts, have welcomed the 
Lufthansa initiative. 

Chris Welsh, secretary 
general of the European Air 
Shippers' Council points out 
that an Industry document 
outlining “Key Performance 
Indicators for the Air 


Freight Industry" and pub- 
lished last year stresses that 
one of the key areas of per- 
formance measurement 
should involve cargo arriv- 
ing at the destination airport 
at the time agreed when the 
booking was made. “The 
Lufthansa Cargo move 
appears to be following that 
line and we are delighted the 
industry is now starting to 
go that way." be says. 

Many other airlines have 
also introduced new express 
service developments over 
the last year, or stepped up 
development of existing 
products, although most are 
targeted primarily at for- 
warders and courier/express 
companies rather than 
directly at shippers. 

Scandinavian Airlines 
(SAS). for instance, recently 
started trials with a new 
intra-European airport-to-air- 
port courier service. Key fea- 
tures of the operation, which 
is designed to handle courier 
shipments of up to 30 kilos, 
are close-out and retrieval 
times of 45 minutes. 

Meanwhile, Dutch carrier 


KLM is further expanding 
the airpon-toairport express 
operation it launched in mid- 
1997. With effect from June 
1. five more European sta- 
tions - Barcelona, Madrid. 
Rome, Milan and Zurich - 
were doe to be added to the 
KLM Cargo express service 
network, increasing the 
number of paints covered to 
over 30. 

The last few months bave 
also seen Air Canada make 
its recently-launched guar- 
anteed international express 
service available to all ship- 
pers and forwarders on 
flights from London Heath- 
row, Paris, Zurich and 
Frankfort to Toronto. Cus- 
tomers can present ship- 
ments to the airline cargo 
terminal up to 90 minutes 
before flight departure. At 
the destination end. ship- 
ments are made available 
within 90 minutes of the air- 
craft's arrival. The maxi- 
mum weight per piece 
accepted for the service is 32 
kflos and there is a money 
back guarantee for any ser- 
vice failure. 


Leading freight forward- 
ers. or logistics sendee com- 
panies as they increasingly 
like to be called, arc- also 
staging something uf n fight- 
back when it comes to han- 
dling air express traffic. 

US-based Emery- World- 
wide. for instance, functions 
as an integrator in North 
America, where it operates a 
fleet or nearly ioo freighters, 
but also offers global air 
express services based 
mainly on the use uf existing 
commercial air cargo capac- 
ity. One exception is the 
North Atlantic where the 
company operates scheduled 
daily DCS freighter flights 
between its European hub in 
Brussels and its central 
North American sorting huh 
in Daytou. Ohio. Those 
flights enable Emery to offer 
European customers next.- 
second business day delivery 
senices in North America. 

The general potential for 
forwarders to successfully 
compete for some interna- 
tional air express business is 
highlighted by the experi- 
ence of multinational Euro- 


pean aircraft manufacturer 
Airbus Industrie. A spokes- 
man (or the company 
explained at an express 
tmlusir> ct inference last year 
that parcel traffic flows, from 
the Airbus Industrie head- 
quarters »n Toulouse. 
France, were controlled 

through its uw-u logistics 
centre, but the majority of 
actual transport was sub- 
contracted to express compa- 
nies ;uid forwarders. A 
review of the bur freight for 

warders ;tnd the integrators 
earned out before establish- 
ing that system, he contin- 
ued. had proved that integra- 
tors were still the best link 
for wr> small parcels. By 
that, though, hr added, he 
meant items uf under about 

kilim, nut the ot> kilos often 
mentioned when describing 
parcels. 

For larger parcels, he 
claimed, forwarders were- 
very competitive and now 
handled aruund 75 per cent 
of Airbus Industrie's parcels 
business, romjxired with 25 
per cent carried by integra- 
tors. 




Part and parcel of doing business 
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Postmen have rung twice 


CONTINUED FROM PAGE 1 

barriers around the world, 
generate new trading oppor- 
i unities. 

In the more developed 
ruumnes there have been 
moves to tele-working - 
with employees working 
from home and to home 
shopping, where customers 
buy (mm a unuted or nn- 
Si'ivei,' catalogue Buth are 
riieilmt demand fm home 
deiiveiv seii'icKf* *a.vn MSI 
Marketing ftoeari-h for 
li id ust rv. in its latest review. 

But for all <bis tread 
toward greater glubolisatluu. 
there remain impediments to 
the grew ih ol i lie parcels 
sector. rhfc restrictive _ regu- 
lation «rf air transport by 
European governments and 
the outdated methods of 
many customs administra- 
tions were highlighted by 
.Jim Kelly. UPS chairman 
and chief executive, id a 
speech last month. 

He condemned air trans- 
port regulation as “ill-suited 
to the new lines of business 
offered by the air transport 
industry today ". Customs, 
meanwhile, had yet to 
respond adequately to the 
dirieiupmem oi electronic 
commerce and rhe growing 
complexity of global trade. __ 

Despite these problems”. 


mast European domestic 
markets are growing by 4 to 
5 per cent a year in volume 
terms, although many inter- 
national uutbound markets 
are expanding by 10 per cent 
and more, says Triangle 
Management Services, a cou- 
rier and logistics consul- 
tancy. 

Competitive pressures are 
reducing margins in both 
the domestic and interna- 
tional markets. Profits still 
lend to be higher for interna- 
tional business but increas 
mg pressure here is one fac- 
tor behind the consolidation 
that is taking place between 
the post offices and the par- 
cels groups. 

In the UK, MSI is forecast- 
ing S per cent volume 
growth this year and next, 
failing to Just 2 per cent In 
2002. although total volume 
growth over the five years 
will be 18 per cent. MSI 
expects domestic prices to 
firm slightly but the push 
into international operations 
- many companies are 
adding “worldwide'" to their 
brand name - trill put inter- 
national prices under pres- 
sure. 

One factor that has 
depressed margins has been 
the pressure from customers 
for shorter delivery times 
without any corresponding 


increase in prices. “The dif- 
ference in price between 
next day express sendee and 
other services has been sig- 
nificantly eroded in recent 
years, making the service 
particularly attractive to 
customers, but not as lucra- 
tive for the express delivery 
companies.” said MSI in a 
review of the UK market. 

But if some parcels groups 
have allowed the differential 
to be eroded, others see a 
clear demarcation between 
the different levels of service 
provided as an opportunity 
to target their markets mare 
effectively. 

Claude Begie. vice-presi- 
dent for southern and east- 
ern Europe at TNT Express 
International, distinguishes 
between the parcels market, 
which guarantees delivery 
on a particular day and the 
more expensive express mar- 
ket, which promises a “time- 
certain" delivery. 

The parcels market 
involves large volumes of 
business to business con- 
signments moved by road. 
“This is the McDonald's 
approach: there are only 
three types of hamburger 
but they are cheap." 

He contrasts this with the 
express market, which 
requires more sophisticated 
technology to track and 


trace shipments, and provide 
proof of delivery. This is 
more responsive to custom- 
ers’ individual needs but is 
more expensive. 

“Both are developing but 
we believe express will be 
the winner and we are focus- 
ing on that." says Mr B6gte. 
“We want to invest in pre- 
mium quality rather than 
fight it out on price." 

La parallel with this con- 
centration on hi gh pt value 
deliveries, some companies 
in the parcels industry bave 
begun to move into the logis- 
tics sector. 

DHL is developing a net- 
work of logistics service cen- 
tres next to its parcels hubs. 
Their activities only account 
for &50m-S2Q0m. of the total 
revenues of S5bn, but they 
are gro wi ng. P&rcelforce is 
also boilding a logistics busi- 
ness from the in-house distri- 
bution system it runs for the 
Post Office's 190.000 employ- 
ees. 

Expanding into new areas 
and keeping up-to-date on 
the technology that is 
required to stay ahead 
require deep pockets. This 
suggests the consolidation of 
the parcels industry will 
continue. DHL and TNT may 
not be the only ones to 
respond to the postman's 
knock. 


Deutsche Post’s stake 
represents coming of age 


For a company as proud of 
its entrepreneurial origins 
as DHL Worldwide Express, 
the recent acquisi t ion of a 
22.5 per cent holding by 
Deutsche Post, the 
government-owned German 
postal service, represents 
something of a coming of 
age. 

Deutsche Post bought out 
the holding in DHL 
International owned by 
Larry HUlblom, one of 
DHL’s three founders, until 
his death in an air crash 
three years ago. 

Brussels -based DHL 
International serves world 
markets outside the US. 

The shares, which had 
been bought in temporarily 
by the company after 
HiUblom’s death, were 
acquired in March, though 
the transaction Is stDl 
subject to the approval of 
the European Union 
competition authorities. 
Deutsche Post also has an 
option on a further 2.5 per 
cent holding. 

Prominent in DHL's 
promotion of its image has 
been the story of how 
HHLblom, together with 
Adrian Dalsey and Robert 
Lynn, set up the company 
in 1969 to transport 
shipping documents 
overnight by air from San 
Francisco to Hawaii. This 
allowed the documents to 
arrive ahead of the goods 
being shipped, reducing 
delays in customs. 

This association with a 
youthful. West Coast past 
has been a powerful asset 
for an express courier 
company like DHL. It - and 
its rivals - still make much 
of a vigorous, “can do" 
approach to doing business. 

This is in stark contrast 
to the image enjoyed by 
most postal 

administrations. But the 
Deutsche Post Mnfc not only 
provides a home for the 
shares; It gives DHL a 
marketing outlet through 
15,000 post offices and 
access to the post office’s 
“deferred” - that is. two to 
three day - road delivery 
network. Deutsche Post, in 
turn, can use DHL's 
network for overnight 
deliveries around the 
world, 

DHL plays down the 
prospect of significant 
changes in the way it 
operates following the 
arrival of Deutsche Post It 
has, after all, had large 
corporate shareholders for 
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Victor (hinasso, president of DHL Airways, with plans far a new sorting centre in Cincinnati 


many years. It already 
counts Lufthansa, the 
German airline among its 
owners while other Large 
minority stakes are held by 
Japan Airlines and Nisaho 
lwai, a Japanese trading 
house. 

But the arrival of 
Deutsche Post as a large 
shareholder does provide a 
partner offering 
considerable opportunities 
for close co-operation as 
well as strengthening the 
German influence over 
DHL. 

Changes in share 
ownership are not the only 
developments which are 
making their mark on DHL. 
From its origins in moving 
documents, the company 
has steadily shifted away 
into the parcels business, 
handling products and 
components for a wide 
range of Industry sectors. 

Documents accounted for 
80 per cent of shipments as 
recently as the late 1980s 
hot bad fallen to 45 per 
cent by last year and are 
expected to account for 
only 5 per cent in 2005. 

The documents market is 
continuing to grow but is 
increasingly challenged by 
the fax and the internet In 
the first quarter of 1998 the 
volume of documents 
handled by DHL rose by 10 
per cent but parcels 
increased by 25-30 per cent 

As a logical extension of . 
this closer involvement 
with its customers' 
products - as opposed to 
their paperwork - DHL has 
also begun to move into the 
market for logistics 
services. This still only 


accounts for Sl50m-$200m 
of total revenues of $5bn 
but is growing rapidly. 

“We used to deliver a 
parcel from a to b but now 
we are part of our 
customers' supply chain,” 
says Charles Menkhorst. 
head of European logistics. 

DHL has established 
eight regional logistics 
centres, where 
sub-assembly work on 
personal computers and 
other products can be 
carried out, and 54 parts 
centres which bold spare 
parts for field engineers. 
The aim is to allow 
manufacturers and 
suppliers to reduce 
inventories but still provide 
a fast service to their 
customers. 

Logistics may prove 
successful, though the 
market is becoming 
increasingly crowded, and 
at least one parcels group 
has sub-contracted out its 
business in heavier freight 
shipments. But DHL's 
fa tun? growth will depend 
on continuing to innovate 
in Us core business. 

Good Ideas developed in 
one country are filtered 
through the Brussels 
headquarters and put out 
on the company intranet, 
explains Rob Kuijpers, 
chief executive. Recent 
examples include the use of 
cycle couriers in Austria 
and “team buses," which 
cat down on vehicle use in 
crowded city centres. In 
London a tram bus leaves 
Heathrow early in the 
morning with sorters 
working on parcels which 
have arrived overnight by 


air. When it gets to central 
London between Tam and 
Sam 20 walking couriers 
spread out to make 
deliveries to the final 
destination. 

In Amsterdam there is a 
similar project but using a 
canal barge as a floating 
sorting office linked to 
walking couriers. Team 
buses are also planned for 
Paris and Istanbul. 

As well as spreading best 
practice, DHL must also 
ensure that it provides a 
uniform level of service in 
all of the 227 countries 
where it operates. This is 
achieved by setting 
corporate service guidelines 
on the speed of pick-ups. 
telephone response times 
and commitments to 
delivery times. 

One more lighthearted 
way of welding the 
company's far -flung 
activities together into a 
cohesive whole is an annual 
football tournament held in 
Belgium which attracts 
teams from 40 countries. It 
involves up to 3.000 
employees who pay half of 
their own travel costs. 

Deregulation of many 
industries and the removal 
of barriers to trade in 
regional groupings such as i 
the European Union Is ; 

continuing to fu« the ! 

growth of the express 
delivery market Mr 
ivuvipers foresees 
continuing double digit 
rales of revenue increases 
Over the next few years 
after 20-25 per cent rates of 
annual growth recently. 

Charles Batchelor 
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POSTAL SERVICES* by PhiHip Hastings 


Mailmen push back the commercial envelope 


•air 


Businesses are set 
to benefit from 
transformation 
taking place in 
the mail industry 

Commercial developments 
are transforming the world 
of international postal 
express and mail services 
against a background of 
developing but ' still patchy 
industry liberalisation at 
governmental level. In the 
words of Tim Walsh, director 
v international affairs and 
'» business strategy for the 
UK's Royal Mail, postal ser- 
vices axe “changing from a 
world of highly regulated, 
publicly-owned, national 
monopolies to one of private- 
ly-cnraed competitive compa- 
nies operating across 
national boundaries in liber- 
alised markets". 

Similar conclusions were 
reached in a 1997 interna- 
tional mail study published 
by UK-based postal and 
express industry consultants 
Triangle Management Ser- 
vices. 

"Policy or no policy, the 
much talked about deregu- 
lation of the mail industry is 
happening in the interna- 
tional market with enor- 
mous impact on the compett- 
. tive structure of the 
industry." they said. 

Latest evidence of that 
trend is provided by German 
postal organisation Deutsche 
Post, which recently 
announced the acquisition of 
a 22. 5 per cent stake in one 
of the world's top four inter- 
national express service 
operators, DHL Interna- 
tional. That development, 
which will give the former 
access to DHL's global air 
express network, followed 
moves by Deutsche Post last 
year to set up its own parcel 
transport operations in sev- 
eral neighbouring countries. 


including the establishment 
of majority-interest joint 
ventures in Belgium and 
Poland. 

A year earlier, Dutch 
postal services counterpart, 
the privatised KPN organisa- 
tion. bought another of the 
big four global express com- 
panies, TNT Express World- 
wide. 

The still government- 
owned UK Post Office has to 
date been partially con- 
strained in terms of that sort 
of development by limits on 
its commercial freedom. 
However, senior executives 
hope the current govern- 
ment review of its future 
will pave the way for greater 
scope to expand internation- 
ally. 

Elsewhere in the world, 
several other postal authori- 
ties have already been priva- 
tised, notably those of Singa- 
pore and Argentina, while a 
larger number have been 
transformed into joint stock 
companies with private sec- 
tor commercial freedoms. 
Such developments, say 
postal and express industry 
observers, are effectively 
opening up international 
delivery service markets to 
greater competition, not only 
between post offices and pri- 
vate sector companies but 
also between different post 
offices. 

"Private courier and par- 
cel companies have long 
since competed against 
postal operators, and compe- 



United Panel Service chairman and chief executive Jim Kefiy In front of one of the company's vintage deBuecy trucks 


with a customer base of 
major multinationals.'* he 
says. 

Running in tandem with 
commercial developments in 
the postal industry are vari- 
ous governmental moves to 
modernise and liberalise 
that sector. Globally, such 
developments are being co- 
ordinated by a Swiss-based 


tition has now spread to the . United Nations agency 
international letters mar- called the Universal Postal 
ket," confirms Royal Mail’s- Union (UPU). Its basic role is 
Mr Walsh. At the same time,, to .-inter-connect national 
he continues, a number of- postal operations around the 
European post offices are world by agreeing the types 


now targeting the UK's, 
international wmii flows and; 
channelling cross-border 
bulk business mail out of the. 
country. “We ourselves have- 
successful sales operations 
in the United States and In 
the main European markets? 


of services to be made avail- 
able to international custom- 
ers and setting the access 
conditions, technical stan- 
dards and operating arrange- 
ments for exchanging mail 
between countries. The 
UPlTs next congress, due to 


be held in Beijing in August 
1999, is expected to result in 
major postal industry 
changes being agreed. 

Thomas Leavey, the organ- 
isation's director general, 
signalled that point at the 
recent 9th World Express & 
Mail Conference in' Washing- 
ton. when he described 1999 
as “a pivotal year" far the 
UPU. and said that change 
In the postal sector was 
■’inevitable". 

However, the global postal 
sector picture is complicated 
by the fact that liberalisa- 
tion of individual national 
markets still lies in the 
hands of national govern- 
ments or. in (he case of 
Europe, increasingly with 
the European Commission 
(EC) and ultimately the 
European Council 


The EC has in fact been 
looking to liberalise the 
European postal market for 
most of the last decade but 
has struggled to reconcile 
the often conflicting inter- 
ests of competition consider- 
ations and the established 
telecommunications indus- 
try. That conflict has been 
highlighted by the progress 
of an EC directive on "Com- 
mon Rules for the Develop- 
ment of Community Postal 
Services in Europe and the 
Improvement of Quality Ser- 
vice". When first proposed at 
the end of 1995. that direc- 
tive was generally heralded 
by the international express 
industry as a modest but 
welcome step on the path 
towards European postal 
industry liberalisation. How- 
ever, by the time it was for- 


mally adapted by the Euro- 
pean Council, in December. 
1997. it had been considera- 
bly watered down to allow 
only very limited opening of 
the postal sector in the near 
term, 

That development brought 
stinging criticism from the 
European Express Organisa- 
tion (EEOi which represents 
a -group of leading private 
sector express operators. “It 
is a toothless measure.'* 
claims Jaap Mulders, the 
organisation’s chairman. In 
fact, the directive also calls 
on the EC to bring forward 
new proposals on liberalisa- 
tion before the end of this 
year. The European Council 
and the European Parlia- 
ment must then decide on 
further moves before Janu- 
ary i." 3000. 


However, express industry 
sources believe full libcrulis 
ationnf the sector now looks 
unlikely to star! taking 
effect before 3003 at the earli- 
est. Meanwhile, the EC has 
been reviewing the postal 
industry's REIMS i Remuner- 
ation of the Exchange of 
International Mails) agree- 
ment. which covers the 
charges post offices make to 
each other for delivering 
incoming internal it mu 1 mail. 

Phased introduction of 
that agreement in Europe 
was actually due to have 
started earlier this year. 
However, national post 
offices are holding back from 
implementation until 
planned publication of the 
EC review next month. 

A further compiication is 
the fact "that the Dutch post 


Alan Klothner/AP 

office (ICPNTNT7 has to date 
refused in sign up to REIMS, 
on the grounds. that the 
agreement woqld increase 
.some inlernniional mail ser- 
vice costs. The current 
resulting confusion is high- 
lighted by Colin Mitchell, 
chairman of the European 
Mail and Express Services 
User's Association (EME- 
SUA>. “It is still nut clear 
whether the REIMS agree- 
ment will he- implemented 
tins year, whether the EC 
will ask lor further changes 
to it nr what will happen if 
Lhe Dutch do not sign up. 
Tlie post offices and the EC 
have said all along that if 
the agreement is to work, till 
the European, Union postal 
adnibiist rations.., at least, 
mjist. be a party to it.” he 
«.y£ . ..... 
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TECHNOLOGY » by Michael Terry 

Delivering 
the goods 
online 


Express delivery 
operators seek 
innovative ways 
to differentiate 
themselves 

..From this summer. 
' companies and individuals 
in America will be able to 
send confidential documents 
through what is claimed to 
be the world's first commer- 
cially-run. secure internet 
document delivery service. 
Widely being seen as a 
shrewd move by US integra- 
tor UPS to steal core busi- 
ness from international doc- 
ument and parcels carrier 
DHL Worldwide Express, the 
launch of UPS Document 
Exchange is the latest exam- 
ple of how the express deliv- 
ery industry is harnessing 
internet technology to bene- 
fit itself and its customers. 

The UPS service offers two 
) '.■♦‘Tj options. Online Dossier, for 
" critical and confidential doc- 
uments, uses a double 
encryption security system 
and employs identity valida- 
tion through digital certifi- 
cates. It features document 
delivery confirmation, track- 
ing. user insurance and 
third-party validation. 

Online Courier, designed 
for those requiring universal 
solutions for document 
exchange over the internet, 
is built on an open environ- 
ment that allows customers 
to send documents to any- 
one. regardless of the e-mail 
software, the operating sys- 
tem or the hardware being 
used by either sender or 
Options on offer 


and even file complaints. 

US operator DHL World- 
wide Express, will next 
month release DHL Connect, 
a “point and click" applica- 
tion that integrates distant 
ers’ software with the world 
wide web and automates pro- 
cedures for preparing docm 
mentation, requesting coffee- 
tioos, tracking and tracing 
of consignments - including 
those sent via other express 
carriers - pre-notifying 
receivers, preparing lists anft 
reports and ordering packag 
mg supplies required for 
shipping. Because the applg 
cation, which cost $5m to 
develop and has been on 
trial in the US, allows cus- 
tomers automatically ttf 
carry out the shipment pro- 
cedures, DHL estimates it 
can save operating costs of 
75 cents a shipment. 

TNT. part of the Dutch 
port office; expects to have a. 
virtual customer call centre 
online by the end of the* 
year. The operator already 
offers Webcollection and-. 
Webtracker facilities. This • 
month it plans to launch. 
Webrating, which will help 
customers calculate the cost ■ 
of sending consignments 
anywhere in the world. It is 
even developing a facility for 
customers to Ole a com- 
plaint. 

Louis Du Pre. a marketing 
director, says: “This will 
give customers the choice to 
either contact us direct 

through one of our normal 
customer call centres, or 
over the internet We plan to 
integrate our PC applica- 
tions with our internet appli- 
cations so that customers 
ran download consignment 
information instantaneously 


receiver. - 

iz^dor, instantaneously 

company was unable to say otaieiy 
when the service would be 
introduced into Europe. 

Technology is the key fac- 
tor by which express deliv- 
ery operators seek to differ- 
entiate themselves. Whereas 
they initially devoted them- 
selves to developing high 
speed sorting machines. EDI 
links with customers, com- 
puterised tracking and trac- 
ing facilities and electronic 
proof of delivery systems, 
they are now concentrating 
on ways of exploiting the 
internet as a medium to 
enhance customer service 
mid control costs. 

Having for some time 
... already offered track and 
V trace facilities over the inter- 
net. they have started to 
develop web sites where cus- 
I omers can place orders, fuu 
fil procedural requirements 


U lomj ™ — 

invoices and customs docu- 
mentation." 

UK express operator Par- 
celine, whose web site went 
live in April, has good news 
for managers concerned at 
staff that surf the internet 
when they should be work- 
ing. it has developed a vir- 
tual internet service pro- 
vider for its web site, which 
creates a closed user group 
within Parceline's control 
and, in conjunction with 
firewalls, prevents unneces- 
sary surfing. 

A special feature of the 
operator's internet tracking 
facility is that it enables cus- 
tomers to empower their 
customers to track their own 
parcels from despatch 
through to delivery and. let 
them know which colleague 
signed for it. 



UNITED STATES • by Richard Tomkins 


Otter and of the technology scab Geoff WSson London cycle courier 


Brendan Carr 


The tracking can be car- 
ried out using a references- 
by-consignment number, 
delivery postcode, sender ref* 
e rence or collection request 
number. The operator says rt 
is planning to offer major 
customers their own bespoke 
tracking page. 

But the internet has also 
bad its share of disappoint- 
ments for the industry, l<ast 
Christmas. UPS launched a 
trial web site shop, which 
put 130 retailers online dur- 
ing December and January. 
Of 180.000 visitors to the site, 
just 14,000 registered as 
users and only 225 made pur- 
chases. A report by manage- 
ment consultants KPMG 
blamed the poor perfor- 
mance on high prices arisi ng 
from Europe's complex tax 
and duty arrangements. 

Its reliance on information 
technology has forced the 
industry to be alert to the 
problems of the so-called 
"millennium bug". As a pre- 
requisite to taking action, 
most operators have, been 


engaged in major pro- 
grammes to help them iden- 
tify the scale of the problem. 
However. French operator 
Chronopost. part of the 
French postoffice, is one uf 
the few exceptions. Because 
the company was only 
founded in iS86. president 
Frric Tibergbein says the 
software and-systems which 
it operates a$e new enough 
not to be affected. 

In contrast. DHL estimates 
that it may have to replace 
about 4U per eem of the PCs 
it has sited atrover 7.50& cus- 
tomer locations across 
Europe to enable its com- 
puter systems to cupe with 
the bug. 3 

It has. set aside $25m to 
deal with the problem world- 
wide and has just completed 
a year-long Inventory of 
hardware, and software. It is 
distributing special diagnos- 
tic software to -allow its cus- 
tomers t» decide for them- 
selves whether they need to 
replace their PCs. upgrade 
than or take no action. 


TNT. which completed a 
global audit of all computers, 
and computerised equipment 
last February, says its core 
Global Link system, which 
networks even' TNT depot 
and hub. and Partnership 
Express and Partnership 
Tracker systems are year 
SOU) nomplwjiL However, it 
has developed a contingency 
programme to ensure trou- 
ble free operations after the 
turd of the century .ir its 
equipment suppliers have 
not completed on time the 
task of ensuring that non- 
core systems are compliant. 

it says every machine that 
depends ou computer hard- 
ware and software - from 
sorting machines and scan- 
ners to timing devices and 
process control equipment - 
is being tested and checked 
to ensure that operations 
can continue unhindered. 
The contingency plan Will 
use a “windowing tech- 
nique" that can calculate the 
century from the value of 
the year field. 


UPS and FedEx 


mny p 

Rivalry 
intensifies 
between the two 
giant delivery 
companies 

The US package delivery 
business is worth $70bn a 
year, and plenty of compa- 
nies have a chunk of it. But 
the main competition is 
between the two industry 
giants. United Parcel Service 
and Federal Express - and 
the battle is raging ever hot- 
ter. 

Until recently. FedEx had 
concentrated almost exclu- 
sively on the business it pio- 
neered 25 years ago; express 
delivery of urgent, higher- 
value items by air. 

Earlier tins year, however, 
FedEx directly challenged 
UPS's traditional dominance 
of the market for routine. 
ground shipments by merg- 
ing with RPS, the biggest 
operator in the ground ship- 
ment business after UPS and 
the US Postal Sendee. 

FedEx and RPS, owned by 
a newly -formed bolding com- 
pany called FDX, said the 
move would turn them into 
a one-stop shop for shipping, 
able to meet all their cus- 
tomers' needs - including 
the ones served by UPS. 

But now. UPS is hitting 
back. Having long ago 
started offering air express 
services alongside its tradi- 
tional ground deliveries, it is 
now- moving further into 
FedEx's market by creating 
a new service: guaranteed 
on-time delivery for ground 
shipments within the US. 

The new service, which 
became available last month. 



does not get packages to 
their destinations any more 
quickly: they could still take 
four days to cross the US. 
But at no extra cost. UPS 
guarantees to get business- 
to-business shipments to 
their destination on the 
promised date, or give cus- 
tomers their money back. 

lhe service is significant 
because haying a definite 
delivery' date js sometimes 
more important To shippers 
than speed itself - for exam- 
ple. in just-in-time manufac- 
turing. where there is no lat- 
itude for delays in the 
delivery of components. Pre- 
viously, FedEx had been the 
only carrier ’‘absolutely, pos- 
itively" guaranteeing on- 
time delivery. 

UPS says: “AH of our com- 
mercial shippers henefit 
because even if they are 
sending out something that 
doesn't absolutely have to be 
there tomorrow or the next 
day. it engenders a certain 
amount of confidence in 
them to know that it win.” 

Oyer short distances, the 
service could also prove 
much cheaper than FedEx's 
overnight service. A 10lb 
package shipped from New 
York to Boston., for example, 
is now guaranteed to arrive 
the next day whether sent 
by l VS's ground service or 
FedEx's air express service. 
But it costs only SJ.U3 to 
send it by UPS's ground ser- 
vice. while to send it by Fed- 
Ex's oveni ight . service . for 
lO^Warn delivery costs $28.25. 

UPS needs a shot in the 
arm. Last yeur it suffered an 
extremely damaging strike 

that brought out alJ its blue- 
collar workers and virtually 
closed its US operations for 


• two weeks. Many UPS cus- 
tomers started using other 
delivery services during the 
strike, and UPS has still not 
won them all back. 

Even so. one problem for 
UPS is that its new service 
will compete not only with 
FedEx's services, but with 
its own air express service. 
From now on. 'all package 
^delivery compftfffigs will be 
r 'uri9vr’ press urtriOTUsUfy the 
higher cdsf of air services in 
the US dumePtir -market. 

FedEx shrugs off UPS's 
move, saying its express 
deliver} 1 services allow cus- 
tomers to specify not only 
the day on which their goods 
should arrive, but also the 
time. -All ..UPS ; can offer, 
wjEedEx-sqiL%.ja the promise 
..-that IbCuSpg&y?!! turn up 
at ?ome un§PCfified lime on 
a day of UPS's choosing. 

“Their business specifies 
date, not time, and in just-in- 
time manufacturing, it’s 
time that’s important." 
FedEx says. 

UPS. too. acknowledges 
that speed and time or deliv- 
ery win f -remaitr the most 
important factor for many 
customers. As UPS concedes, 
iu Lhe New York-Bostoo 
example given above, its 
ground service only guaran- 
tees to deliver by the end of 
the business day - a promise 
that nia> nut be- adequate in 
the case of urgent goods. 

Even so. FedEx's RPS sis- 
ter company is moving 
quickly iu match UPS. say- 
ing it expects to introduce 
its own guaranteed ground 
service soon. These develop- 
ments look certain to alter 
the package delivery land- 
scape in the US. The only 
question is how much. 
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4 COURIER AND EXPRESS SERVICES 


™ ASIA • by AlanXia 


Exports serve as the 
engine for expansion 



Robust growth 
continues despite 
the region's 
economic 
troubles 

The air express industry 
continued to record robust 
growth in Asia despite a 
host of new challenges trig- 
gered by the region's finan- 
cial crisis. 

“We have been able to 
meet or exceed our growth 
targets for different coon- 
tries in the region, despite 
the financial turmoil That 
has been very positive In 
light of the downward pres- 
sure caused by- the currency 
declines on revenues,” says 
K. M. Liu, Taiwan general 
manager for United Parcel 
Service (UPS), the world's 
largest express package car- 
rier 

Growth in the industry 
has been fuelled by an 
export boom to the US and 
European markets, as cur- 
rency falls have made Asian 
products, particularly those 
■from the high technology 
and electronics sectors, 
much more competitive on 
western markets. Last year, 
international export volume 
at UPS and Federal Express 
Corp (FedEx), the US carri- 
ers. reached double digit 
growth. , — . - • 

Taiwan has been espe- 
cially strong. .During the 
first quarter of this year, 
UPS has been able to main- 
tain last year’s growth rate 
ui over 30 per cent, led by 
strong demand from the 
island's high technology 
industry. 

'We are witnessing an 
increasing d emand for just 1 * 
in-time "dMjVefy *frOhf J tout v 
customers in the high tech- 
nology industry, in part 
because they now realise 
that prompt delivery and dis- 
tribution is an integral part 
of their business success and 
in part because of the 
increasing velocity of trade,” 
says Mr Liu. 

The change also reflects a 
gradual shift in the way the 
industry is defining its man- 
ufacturing process® and dis- 



DHL in Hong Kong; Asian wotuma has risen, mating? because of -exports to the US mid fiurapa 


Favoured means of defivery. tricycles cany dentist drill and char through Be$ng 


tri button' needsr “Our cus- 
tomers are increasingly rely- 
ing on more frequent ship- 
ments of customised samples 
or products on a time-defi- 
nite basis, instead of bulk 
stock products at periodic 
intervals. Rather than stock- 
piling inventory, they now 
assemble products after 
receiving oniers,“ says Wil- 
ford Fung. Taiwan general 
manager^ JNTU Express, 
the Reading. European 


express distribution carrier. 

“Consequently, while the 
cargo and shipping indus- 
tries in Taiwan, for example, 
witnessed a 45 per cent drop 
in volume in April, the 
express delivery firms actu- 
ally saw an increase in vol- 
ume,” he says. ’ 

Another reason behind the 
export boom is that flagging 
domestic demand has led 
many .Die 

region to seek -buyers over- 


seas. another development 
favourable to the courier 
industry. 

“These companies begin 
by sending documents, t b « i 
MmpiBw and finally ship fin- 
ished goods as they expand 
sales into international mar- 
kets,” says Alan Cassela. 
DHL's Malaysia general 

manag er. 

Intra-Asian traffic, how- 
ever. has dropped steadily 
since 'the Currency crisis, 


Choose ItaceKbiceTIRnidwide 

Parcel treWxidwide has more ways 
to deliver more parcels to more 
people in more places than any other 
pared carrier in die wodd. 

You want to make 
no-one’s out of reach of 
your business 
Who would you chdb&e 

It sorts with a nervvoik that covers 
239 countries andtoritorks, 
invokes 6 million people - and can 
reach every potential customer on 
the planet. 

Now you can’t offer ypyr customers 
a better service chan that. 

But that’s not the only advantage of 
dealing with one of the world's 
largest parcel carriers. 

If you want speed, then what we 
collect today we deliver to many 
European cities by either 8_50 or 
I0.U0 am tomorrow and to 100 
major rides in the USA by noon. 

We tun the latest in computerised 
tracking technology foe guaranteed 
reliability. We offer so many services 
that you're certain to find the right 
combination of delivery time 
and cost. 

Or you can hand the whole problem 
to cur Logistics Division, who’ll 
plan and operate customised 
end-to-end solutions for you. 

And while we wont promise the 
earth, we can certainly deliver 99.6% 
of foe world.’ 



with -exports to the worst-hit 
economies, such as Indon- 
esia, South Korea and 
Thailand slowing to a 
trickle. 

Because most tariff rates 
are denominated in local 
currencies, the carriers have 
resorted to rate hikes, a 
move which makes it much 
more difficult for cash- 
strapped companies to pay 
for premium, express ser- 
vices. 

“While exact figures are 
not available, the drop In 
customers from the finan- 
cial, textile and some raw 
material industries has been 
especially prominent, 
spurred both hr lower sales 
volume htWI , in w qihh» cases, 
bankruptcies.” says UPS's 
Mr Liu. 

Nonetheless, overall vol- 
ume has risen, mainly 
because Asia exports more 
to ihe US and Europe than 
to its own countries. 

TNTs Mr Fung estimates 
that intra-Asian traffic 
accounts for roughly SO per 
cent of total export volume 
from the region, with the 
remaining 70 per cent going 
mostly to the US and 
Europe. 

The wave of currency 


devolutions, however, has 
also led to higher business 
costs for staff; aircraft and 
raw materials, such as paper 
fibre. It has also given rise to 
sharply hi gher ground and 
air transport fees, especially 
for carriers with less expo- 
sure - and therefore fewer 
aircraft - in the region, such 
as TNT. Higher fixed and 
capital costs associated with 
2S-30 per cent increase "in 
capacity in Asia was a key 
reason FedEx posted a g&Sm 
operating loss In Its interna- 
tional operations for the 
quarter ending February 28, 
despite generating higher 
revenues than the same 
quarter a year earlier. - 

Currency declines reduced 
international operating 
income by approximately 
SiOm," says Alan Graf Jr, 
FedEx’s executive vice-presi- 
dent and chief fipaprfai offi- 
ce*. 

There have been no funda- 
mental improvements to the 
Asian economies since the 
post-holiday slow-down. 
FedEx expects international 
operations in the seasonally 
strong fourth quarto: to he 
profitable, but fiscal 1998 
international results will 
remain below fiscal 1997 lev- 


- Jh, contrast, UPS managed 
to post a pre-tax income of 
f&LSm for the quarter end- 
uing March 31, a sharp turn- 
■ around from a loss of $31 .lm 
during the name period in 
1997. This result followed 
uncord fourth quarter results 
4n the region last year, when 
it posted a 26 per cent 
Increase in volume and 21 
per cent increase in reve- 
nues compared with the last 
quarter of 1996. 

The uncertainty about the 
region's future economic 
performance has so for not 
affected the carriers' expan- 
sion plans. En fact, expan- 
sion, rather than contrac- 
tion, remains the norm. AQ 
the carriers have continued 
to develop the speed and 
scope of thefr services, 
i “Recessions allow us to 
capitalise an new investment 
opportunities because we are 
a: global industry. No one 
wants to leave missing links 
fo their distribution net- 
works,” says TNT’s Mr. 
Fung. “The currency devalu- 
ations have also mule facili- 
ties and some supplies much 
cheaper to buy," he says. 

.. UPS is still committed to 
completing its $4 00m 


regional hub in Taipei by 
2000. it has also continued to 
expand to other parts of 
Asia, such as India, through 
3 50-50 Joint venture with a 
local partner. The company 
employs about 2.500 people 
in the region and no cute an 
imminent. 

DHL recently unveiled two - 
new cargo facilities in Mal- 
aysia, with in-house customs 
deara&ce units and sophtett . 
cated new technology that 
Incorporates remote fre- 
quency scanners at a total 
cost of Si. 8m. because the 
existing facilities were 
already operating beyond 
capacity. It also spent 'an a 
additional $22m on a new ■- 
information technology 'tab • 
linking Asia Pacific and the ' 
Middle East 

Last year. FedEx ear- 
marked $38 million fur raw 
facilities at its Anchorage, 
Alaska hub to accommodate 
growing volume from Aria 
to the US. It also built a new 2 ' 
transhipment bub in Taipri, 
with high speed processing 
capabilities, and cut transit 
time from Asia to the US in 
half through new non-stop 
flights from Osaka, Japan, to 
its US hub in Memphis, Ten- ' 
nessee. 


EUROPE • by Michael Terry 


State of Union addresses 


Cross-border 
express deliveries 
soar, as customers 
consolidate 
operations 

It is a measure of the 
emerging mar k et for Euro- 
pean Union cross-border 
express delivery services 
that US-owned,- integrated 
express parcels operator 
FedEx has chosen to -return 
to the European fray. 

Volumes in fixe S6bn-a-year 
sector, said to account for 20 
per emit of the EETs total 
gSObn-a-year express market, 
are widely expected to grow 
by 10-15 per cent a year over 
the next five years. Volumes 
in the EU*s national domes- 
tic markets are expected to 
grow by an average of 5-10 
per cent a year. As a result 
of apparently misreading the 
market, FedEx humiliatingly 
had to disengage itself from 
the region's domestic and 
cross-border parcels activity 
in 1992 and' concentrate 
instead on intamnnHnantfll 
traffic. 

Paul Jones, a FedEx 
vice-president for marketing, 
blames the troubles cm hav- 
ing to compete with too 
many low cogt, low-tech 
operators. “In what was than 
a highly immature market it 
was difficult for a company 
of the size and sophistication 


for its customers and. charge 
the right price jbr doing so,” 
he says. ? 

He insists the derision to 
resume cross-border services 
is to enhance mtercoatinSL- 
tal services. Tq cater for the 
anticipated" volume 
increases, FedEx is building 
a $2QGm stating centre at its 
European hub-ai Charles de 
Gaulle Airport, Paris. The 
modular facility, the first 
phase of which is due to 
open in June 1999, is 
designed to : cope with a 
five-fold increj&e in volumes. 

Demand for cross-border 
express deliveries is being 
driven by manufacturers 
and retailers as they central- 


ise European operations and 
implement just-in-time sup- 
ply chains in order to meet 
the twin challenges of the 
European single market and 
the European single cur- 
rency. 

M^jor players in the indus- 
try - postal administrations, 
integrators and leading inde- 
pendent operators - are 
braced for fierce competi- 
tion. 

A big challenge was insti- 
gated when US integrator, 
UPS, declared its Intention 
to raise itself from third 
place in the European inter- 
national express delivery 
league and topple DHL 
Worldwide Express from Its 
seemingly entrenched posi- 
tion os market leader. 

The bid was backed by a 
$1.1 bn investment package 
in road and air transport, 
sorting facilities and com- 
puterised Information 
systems. Twenty-two months 
later, UPS, European 
operations of which have 
been making a loss since it 
first entered the region in, 
1976, is claiming its gamble: 
is paying off. It says its 
cross-border volumes have 
begun to increase at over 
twice the rate of tbe market 
For its latest two quarters it 
has reported European inter- 
national express volumes up 
by 40 per cent and 35 per- 
cent respectively, year-on- 
year. 

It says, as a result,' it is 
poised to snatch second 
place from TNT. the former 
Australian Integrator that 
now belongs to the Dutch 
post office, but decUnee to 
Support the claim with pre- 
cise figures. 

DHL nhaltor^g g ff tho riflrm 
Business development direc- 
tor Roger Crook says: “UPS 
may have increased its vol- 
umes, but it hasn’t increased 
its share." 

DHL's latest survey puts 
itself top with a 45 per cent 
share, 3 per cent up an 1996. 
It places TNT second, with' 18 
per cent, the same as in 1996, 
and UPS third with H per 
emit, also level with 1996. 
FedEx comes a poor fourth 


with 5 per cent, 1 per cent 
down on 1996. Significantly, 
the remaining 20 per cent 
share includes the growing 
band of smaller, indepen- 
dent, national operators that 
are formalising network 
arrangements with counter- 
parts in other countries. 
s Crook says: “There is 
Increased competition from 
tbe independent, road-based, 
nati on a l operators. They are 
being forced to provide 
cross-border services for 
their customers and are 
d evelo ping international net- 
works by forging cross-bor- 
der affiances." 

Derek Moore, courier and 
express industry specialist at 
m a nag ement consultants 
Coopers & Ly brand, says: 
“The emerging battle 
between the integrators «nd 
the independents for cross- 
border trade wiU focus on 
the medium-sized compa- 
nies.” 

The netw ork alliances 
in clu de DPD (Direct Parcel 
Distribution), EuroExpress, 
General Parcel, Eurodis and 
Europolitan Express. They 
say they do not have the 
enormous -overhead of the 
integrators' global infra- 
structures and can therefore 
provide highly competitive 
rates, especially for the 
medium to lower volume 
traffic. 

DPD, which focuses on sin- 
gle parcel deliveries and 
allies franchise operations in 
18 countries, riafrrw to be the 
leading independent road 
distribution network in 
Europe. 

In 1997 it reported deliver- 
ing over 28fcm parcels. 9.4 
per cent up on the previous 
year. EuroExpress, origi- 
nally set up as a loose alli- 
ance of 10 national parcels 
cazrters; is this summer 
restructuring itself iat 0 a 
franchise format A manag- 
ing director is being 
appointed to co-ordinate 
sales and marketing. 

Chairman Philip Bose, 
whose UK company Lynv 
Staged a management 
buy-out a year ago from UK 
transportation group NFC, 


claims the alliance’s cross- 
border volumes are growing 
by 40 per cent a year, and 
that its revenues currently 
stand at over £l00m a year. 
Privately-owned French 
operator Jet Services, with 
operations in France, Ger- 
many, the UK, Belgium, the 
Netherlands, Spain, Italy, 
and Switzerland, stands 
alone among the indepen- 
dents insofar as it runs its 
own fleet of aircraft and Is 
seeking to build its own\fM 
in tra -European network " 

through acquisitions. Its | 
February acquisition of NVS 
(Nacht Verteiler Service), a 
German overnight deliverer 
of spare parts for the motor 
industry, extended coverage 
of Germany and Switzerland 
and also took in Hungary. 

A report by market ana- 
lysts, MarketUne, says foe 
combined value of Interna-' 
tiaoal and domestic express 
parcels activity in the five 
largest European tm»i4»hs - 
Germany, France, the UK, 

Spain and Italy - will grow 
by over 41 per cent from 
$25.15hn in 1996 to $35.TLbn 
In 200L it says that Germany 
accounts for 31 per cent at . . * 
the region’s total, France for J ! 
2A3 per cent and the UK ferjri»; 
13.4 per cent. 

Moore says that lncreaairv 
downward pressure on rates 
is forcing express operators 
to offer added -value logistics 
services. 

Using air and road. TNT. 
which In April opened its 
JGLSSm European Express 
Centre at Uege airport, Bel- . 
glum, collects components 
fr°fo suppliers across Europe 
for just-in-time trackside 
delivery for cars manufac- 
tured by Vauxhafi, Rover, 

Jaguar and Volvo. 

Together with computer 
manufacturer IBM, Jet Sep 
vices has set up an over- 
night service for supplying 
field engineers with spare 
parts for repairing comput- -j j 
ers. and telecom, medical * Ml 
and office equipment It is • 
now developing a third -party 
s ervic e for storage and man- 
agement of tbe spares inven- 
tory. 
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